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INDIVIDUAL INCOME TAX REDUCTION ACT OF 1947

May 14 (legislative day, Apniv 21), 1947,—Ordered to be printed

M:i. Minuikin, from the Committee on Finance, submitted the
following '

REPORT

[To accompany H. R. 1]

The Committee on Finance, to whom was referred the bill (H. R. 1)
to reduce individual income-tax payments, having had the same under
consideration, report favorably thereon, with amendments, and, as
amended, recommend that the bill do pass.

I. GENERAL STATEMENT

This bill provides an immediate reduction in individual income
taxes. The heavy rates now in eflect constitute a serious restriction
on consumer cxpenditures, retard new investment, and inhibit man-
agerial initiative. A general reduction of these rates at the present
time would contribute to the maintenance of the existing high levels
of employment and output.

The amount of tax reduction possible at this time is limited by the
present high level of expenditures and by the need for a reduction in
the Federal debt of $258 billion.  With the Senate expenditure ceil-
ing of $33 billion for the fiscal year 1948, and estimated receipts of
$41.4 billion, $8.4 bhillion will be available for tax reduction and debt
retirement. The tax reduction recommended by your committee
amounts to $3.2 billion in the fiscal year 1948, leaving $5.2 billion
for debt retirement and contingencies.

IT. R. 1 as it passed the House provided a reduction which, with
income payments of $170 billion, would amount to $4.9 billion mn the
fiscal yvear 1948. Your committee believes that a more conservative
reduction should be made at this time. Tor that reason the bill as
amended by your committee provides that only approximately one-
half the eventual reduction will be made for the calendar year 1047,
The full reduction will be effective in 1948,

All income taxpayers will receive relief under this bill.  The largest
percentage reduction will be received by taxpayers having incomes of
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TABLE 1.—A comparizon of the effeetive individual income laxr rales vnder present
law, under H, R, 1 as passed by the House, and under the Senale Finance Com-

millee bill

Single persons, no dependents

Married persons, no dependents

Finance Committee

Finance Comimittee

NlN fncome hlo bill for— bil for—
ore persona H.R.1 . R.1 -
exemptions Present e Present | ol

w B o totgand | law | 1948 and

1947 hlxo}lt 1947 quent

VeRrs vears

Percent Percent Percent | Percent Percent Pereent Dercent Percent
F500 . e e e e el
$600_ .- 3. 17 2.22 2. 69 2.22 | e e e
$700. .. 5. 43 3. 80 4, 61 3.80 |n e e e
S50 . 6. 33 4. 43 5. 38 4.43 | ol
$E00. 7.12 4. 99 6. 06 4,99 | ool
&000. ... 8. 44 5. 91 7.18 Lt ) U DR (RPN OUDIRIDN SO
$1,000_ ... .. 9. 50 6. 65 8. 08 6.65 | . | e
$1,200__ ... 11, 08 7.76 9. 42 7.76 3. 17 2,22 2. 69 2. 22
$1.6500_.__.. 12, 67 8 87 | 10. 77 8 87 6. 33 4. 43 5. 38 4,43
$1,600. ... 13. 06 0.56 | 11. 34 0, 56 7.12 4, 99 6. 06 4. 99
$1,700_.____ 13.41 | 10. 18 | 11.85 | 10. 18 7. 82 5. 48 6. 65 5. 48
$1,800_ .. __. 13.72 1 10.72 { 12,31 | 10. 72 8. 44 5. 91 7.18 5. 91
$1.000__ ... 14.00 ( 11.20 ] 12,60 | 11. 20 9. 00 6. 30 7. 65 6. 30
$2,000...._. 14,25 | 11,40 | 12, 83 | 11. 40 9. 50 6. 65 8. 08 6. 65
§2,100_.___. 14.48 11. 58 ] 13.03 | 11. 55 9. 95 7. 29 & 64 7. 29
$2,200.__... 14.68 | 11.75 | 13.21 | 11.75 | 10. 36 7. 86 9. 16 7. 86
82,300 ... 14.87 | 11.00 | 13.38 | 11.90 | 10. 74 8. 39 9. G3 8. 39
$2,400..____ 15,04 | 12,03 | 13.54 | 12.03 | 11. 08 8. 87 9. 98 8. 87
$2.500._..... 15,20 | 12,16 | 13.68 | 12. 16 | 11. 40 9.12 | 10, 26 9. 12
$3.000__.... 16.15 1 12,02 | 14. 54 | 12,92 | 12, 67 | 10. 18 11, 40 10. 13
$4,000_____. 17.34 | 13.87 | 15. 60 | 13.87 | 14. 72 | 11. 78 3. 25 11. 78
$5,000______ 18.43 | 14.74 | 16. 59 | 14.74 [ 15. 96 | 12.77 [ 14. 36 12. 77
$6.000_____. 10,47 1 15. 58 | 17.53 | 15.68 | 17.42 | 13.93 t 15. (8 13. 93
$7,000_ ... 20.49 | 16.39 | 18 44 | 16.39 | 18. 46 | 14. 77 | 16. 61 14. 77
§R,000._._.. 21,49 | 17.20 { 19.34 | 17.20 | 19.71 | 15.77 | 17. 74 15. 77
$0,000__. ... 22.48 | 17.90 | 20.24 | 17.99 | 20. 69 | 16. 55 | 18 62 16. 55
&10.000____.1 23.47 | 18.77 | 21.12 1 18,77 | 21.85 | 17.43 | 10. 67 17. 48
$11,000____._ 24.44 | 19.55 | 22.00 | 19. 55 | 22. 80 [ 18. 24 | 20. 52 18. 24
K12,000...__ “ho41 ] 20.33 | 22.87 ] 20.33 | 23.91 | 10,13 | 21,62 19, 13
$13,000. ... C6o42 | 21013 ] 23,78 21013 | 24.85 | 19. 88 | 22. 36 19. S8
S$1-1e00 ... o7. 45 | 21,06 | 24.70 | 21.96 | 25. 99 [ 20. 79 | 28. 39 20. 79
S15,000_____ 98,47 1 22,77 | 25. 62 | 22.77 | 26. 98 | 21. 58 | 24. 28 21. 58
F20000_ . 32,23 | 26,58 1 20. 00 | 26, 58 | 31. 07 | 25. 57 | 28. 77 25. A7
$25,000.____| 37.45 | 29. 96 { 33.70 | 29. 96 36.33 | 29. 06 | 32. 70 29. 06
$30,600- ... 40, 88 | 32. 71 | 36.79 | 32.71 | 39. 90 | 31.92 | 35. 01 31, 92
$40,000. ... 46. 006 | 36.85 | 41.46 | 36.85 | 45. 24 | 36.20 | 40,72 36. 20
£30000. . ... 50. 27 | 40. 22 | 45.25 | 40.22 | 49. 59 | 39. 67 | 44. 63 39. 67
£60,000._.__| 53.76 | 42,00 | 48.37 { 43. 00 | 53. 15 | 42. 52 47. 84 42. 52
$70.000_____| 56.63 | 45.31 | 40. 97 | 45.31 | 50. 10 | 44. 88 | 50. 47 44, 88
880,000 _ .. 50.16 | 47. 32 | 53.24 | 47. 32 | 58. 67 | 46. 91 | H2. 81 46, 94
£00,000. ... G143 1 40,15 | 55. 52 | 49.58 | 60. 99 | 48. 79 | 55, 11 49. 20
100,000 ___| 6354 | 50.83 1 H7. 61 | 51. 63 | 63 13 1 50,50 { 1723 51. 28
$150.000.___| 70. 54 | 56. 43 | 64. 51 | 58.37 | 70. 26 | 56.20 | 64. 25 H8 13
£200,000_ .1 71. 28 | 59. 42 | 68, 18| 61,95 74.06 ] H9. 25 | 67. 98 61, 77
%250.000____| 76.7L | 61,37 | 70. 56 { 64.25 | 76. 54 | 61,23 70. 40 64. 11
%300.000____| 7R 33 1 62. 67 | 72. 14 | 65.79 | 78,19 | 62,55 | 72. 01 65, 67
S400,000____| €0.36 | 66,28 | 74. 57 | 68. 65 | 80. 25 66. 18 | 74. 47 68. 56
S300,000__._f 81. 58 | 68 49 [ 76.04 ! 70.39 | 81. 49 | 68,41 | 75. 95 70. 31
$750.000. ___| 83.20 | 71. 44 | 77. 99 72.71 | 83. 15 | 71.39 | 77. 94 72. 66
81,000,600 _| /L 01 | 72.92 | 78.96 | 73.87 | 83. 97 | 72. 88 78. 93 73. 83
$2,000,000_ .1 85. 23 75. 14 | 80. 43 © 75. 61 | 85. 21 75.12 | 80. 41 75. 59
85. H0 | 76. 46 85. 50 | 76, 46 | 81. 00 76. 50

$5,000,000_ ]

81. 00 | 76, 50

Qource: Staf! of the Joint Committee on Internal Revenue Taxation.
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$1,000 or less, and the smallest relief will be received by persons with
incomes of $302,000 or more. A special exemption of $500 is given to
persons 65 and over who as a group have suffered with unusual
severity as a result of the rise in the cost of living and the changes in
the tax system since the beginning of the war.

II. SumMmary oF CHANGEs IN Existing Liaw

A comparison of the effective individual income-tax rates under
present law, under H. R. I as it passed the J{ouse, and under H. R. 1
as amended by your committee is shown in table I. The rates
proposed by your committee are shown both for the calendar year
1947 and for the calendar year 1948 and subsequent years.

Table IT shows in summary fashion the reductions in taxes under
the bill as passed by the House and as amended by your committee.

TaBLe I1.—A comparison of the reduction in individual iricome taxes provided by
H. R. 1 as it passed the House and as amended by the Senale Finance Commitice

Reduction in tax under . R. 1
Persor;rslg)ﬁ,llé Z‘;f_fax not As passed by House Asamended by the Senate Finance Committes
calendar ycars 1047
and 1948 Calendar year 1947 Calendar year 1948
$0 to $1,000. .- _-_____ 30 percent_ . ___ 15 percent__..__ 30 percent,.
$1,000 to $1,400 1. __.__ 30 percent to | 15 percent to 10 | 30 percent to 20
20 percent. percent. percent.
$1,400 1 to $79,7002____| 20 percent......_ 10 percent. .- __ 20 percent. '
$79,700 2 to $302,400 3._| 20 percent.._... 7.5 percent® | 15 pereent above
abhove $79,- $79,700.2
700.2
$302,400 % and over..... 10.5 percent4 | 5.3 percent® | 10.5 percent?
above $302,- above $302,- | above $302,-
400.° 400.3 400.3

1 The exact breaking point {n surtax net income under tha House bill and as provided by your committee
for 1918 is $1,395.83 and for 1947 under the bill as amended by your comnmittee it is $1,327.60,

3 The exacf breaking point In surtaX net income under the bill'as amended by your committeo is $79,728.40

1 The exact breaking point in surtax net incomne under both the IHouse bill and the bill as amended by
your committee is $302,395.60.

¢ The exact percentage i3 between 10.52 percent and 10.63 percent.

8 The exact percentage i3 between 7.36 percent and 7.37 percent.

¢ The exact percentage is between 5.26 percent and .27 percent.

Source: Staff of the Joint Committee on Internal Revenue Taxation,

The changes in existing individual income-tax law provided by
H. R. 1 as amended by your committee are listed below. A somewhat
more detailed description can be found in part VI of this report.

A. The present tax burdens of individuals are reduced as shown
below. The great mass of wage earners will experience the benefit of
the full reduction during the whole of the sccond half of the calendar
year 1947, since under your committee bill withholding from wages
at rates reflecting the full reduction starts on July 1, 1947.  The com-
mittee bill will thus obviate the necessity for making refunds on that
part of the 1947 tax which was collected or will be collected during the
first 6 months of the calendar year 1947. However, since it is imprac-
ticable to split an income-tax year, the reductions actually computed
under the bill for the full calendar year 1947 are approximately one-
half those of subsequent years,

1. The tax on surtax net incomes of $1,000 or less is reduced in
the calendar year 1947 by 15 percent and in the calendar year
1948 by 30 percent. TKe reduction provided by the House
amounted to 30 percent for both 1947 and 1948,



4 INDIVIDUAL INCOME TAX REDUCTION ACT OF 1947

2. The tax on surtax net incomes of $1,000 to about $1,400 is
redvced for the calendar vear 1947 by an amount varying from
15 percent to 10 percent and for the calendar yvear 1948 by an
amount varying from 30 percent to 20 percent.  The reduction
yrovided by the House varied from 30 pereent to 20 percent for

oth 1947 and 1948.

3. The tax on surtax net incomes of about $1,400 to about
$80,000 is reduced for the calendar year 1947 by 10 percent and
for the calendar year 1948 by 20 percent. The reduction pro-
vided by the Houze amounted to 20 percent tor both 1947 and
1948,

4. The tax on surtax net incomes of about $80,000 to about
$302,000 is reduced for the calendar year 1947 by 10 percent on
approximately the first $80,000 of surtax net income and by
about 7.5 percent on the remainder; for the calendar year 1948
by 20 percent on approximately the first $80,000 of surtax net
income and by 15 percent on the remainder. The reduetion
provided by the House amounted to 20 percent for both 1947
and 1948, the same reduction as that provided for persons with
incomes between $1,400 and $80,000.

5. The tax on surtax net incomes of abou! $302,000 and over
is reduced for the calendar year 1947 by 10 percent on approxi-
mately the first $80,000 of surtax net income, by about 7.5 per-
cent on approximately the next $223,000 of surtax net income,
and by about 5.25 percent on the remainder; for the calendar
year 1948 by 20 pereent on approximately the first $80,000 of
surtax net income, by 15 percent on approximately the next
8223,000 of surtax net income, and by about 10.5 percent on the
remainder.  The reduction provided by the House for both 1947
and 1948 amounted to 20 perecent on about the first $302,000 of
surtax net income and about 10.5 percent on the remainder.

B. Persons of 65 or over are given an additional exemption of $500
beginning in 1947, The House bill provided a similar exemption for
taxpayers 65 and over but required individuals who qualified for it
to include in theie gross income the first %300 of any pensions, annui-
ties, or oflicers’ retirement pay which otherwise would not have been
subject to tax under existing law, The lutter requirement was
omitted from the Senate bill,

ITT. Tk Fiscan Ovrrook ror i Feperal GoveErNMENT IN 1047
AND 1048

1. iscal year 1947

The fiscal outlook of the Federal Government for the yvear ending
June 30, 1047, has undergone considerable change sinee the President
submilted his budget message on January 3. That message contained
a forecast of receipts for the fiseal vear 1947 of $40,230 million,
expenditures of 42,523 million and a deficit of $2,203 million.  How-
ever, subsequent collection and expenditure experience made it clear
that in the budget message revenues had been underestimated and
expenditures overestimated.  This was confirmed by the President in
a press release on April 19, 1047, containing the prediction that there
would be a surplus of $1.250 million. In going from a deficit of
$2,293 million to a surplus of $1,250 million, the President revised his
revenue estimates upward by $2,270 million to $42,500 million and his
expenditures downward by $1,273 million to $41,250 million. The
committee requested the staff of the Joint Committee on Internal
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Revenue Taxation to make an independent estimate of collections
in the fiscal year 1947, The results indieated that even the revised
Treasury estimate of reeeipts is probably about $1 billion too low, and
that the surplus for the fiseal year 1947 is likely to be about $2.3 billion.

The surplus in 1947 15 significant for at least two veasons,  Iirst,
it has been argued that tax reduction should be postponed until it is
possible to balance the Budget and make some payment on the debt.
The estimated surplus for 1947 indicates that these conditions will be
met even before the fiseal year 1948 begins,

Second, the conditions which produced the high level of receipts
for fiscal 1947 will favorably affect collections in the fizeal year 1948,
The administration has indicated that a record high level of income
payments in the latter part of the calendar year 1946 and forepart of
calendar 1947 was a major reason for the unanticipated increare in
receipts in the fiscal year 1917, Since a substantial portion of the
receipts from the individual income tax and a still larger portion of
those from the corporate income tax for any given year are based on
the tax liabilities of the prior year, it is clear that even if income levels
in the fiscal year 1948 are no higher than estimated by the Treasury,
receipts in the fiscal year 1948 are certain to be above the Treasury’
estimate as submitted in the Budget message.  That estimate was
based upon the assumption that income payments for the calendar
year 1947 were $166 billion.  As a matter of fact the official estimate
of income payments for the first quarter of the calendar year 1947 is
$176.9 billion.  This does not take into account the wage adjustments
which are now being made. It therefore appears unlikely that the
April, May, and June levels will be much lower.  Hence the Treas-
ury forecast of $166 billion for the calendar vear 1947 appears to be
considerably too low.

This bill as amended will have no significant effect on tax collections
in the fiscal vear 1947,

2. Fiscal year 1948

Table I shows the effects of H. R. 1 as passed by the House and
as amended by your committee upon the Budget of the Kederal
Government in the fiscal year 1948, under two different assumptions
coneerning income payments:

TasLe HL.—"The ¢ffect of H. R. 1 on the Budgel of the Federal Government in the
Jiscal year 1948

{In billlons of dollars]

[ncome payments in
flscal 1948
8165 $170

R | biltnt } bilont
1. Net receipts. .- 40. ¢ 41. 4
2. Expenditures under Senate ceiling. .. .. e 33. 0 33.0
3. Estimated surplus (No. I minus No. 2) ... ... . __.... T3y S. 4
4. Effect of H. R. 1 as passed by the House.._.__ ... ______. T B R A
5. Estimated surplus after effect of House bill (No. 3 minus

NO ) 2.5 | 3.5
8. Effect of Senate Finance Committee bill. oo . ____ 31 3.2
7. Estimated surplus after effect of Senate Finance Com-

mittee bill (No. 3 minus No. 6y .. ... ___.___._. 4,2 b 2

1 lnc(rr;l‘e- Y):)ymen!‘i {n the first ;5 months 2f calendar 1947 are assumed to be $176 !;illlou.
Source: Stafl of the Joint Cominittee on Internal Revenue Taxation,
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For purposes of the legislative budget the Senate expenditure
ceiling for the fiscal year 1948 is $33 billion.  With income payments
at $170 billion, receipts under present law are estimated at $41.4
billion. This leaves a surplus of $8.4 billion. With income pay-
ments of $170 billion, H. R. 1 as amended by your committee will
reduce revenues by $3.2 billion, leaving $5.2 billion for debt retive-
ment and contingencies.  H. R. 1 as passed by the House would leave
$3.5 billion for these purposes.

With the expenditure ceiling of $33 billion fixed by the Senate,
substantial debt retirement and the tax reduction provided by your
committee would be possible even if income payments in the fiscal year
1948 should be as low as $165 billion. At this level of income pay-
ments, receipts under present law would be $40.3 billion. The loss
under H. R. 1 as amended would be $3.1 billion, leaving $4.2 billion
for debt retirement and contingeneies.  On this same basis H. R, 1
as it passed the House would leave $2.5 billion for these purposes.

By unanimous action the Senate has endorsed a debt reduction of
$2.6 billion for the fiscal yvear 1948, Your committee believes that
H. R. 1 as amended will give more adequate azsurance that the debt
reduction of $2.6 billion will be vealized. The bill is [ashioned to
meet the Senate view on debt and expenditure reduction.

Your committee believes that the estimate of the receipts for the
fiscal year 1948 should be based upon a level of income payments of
$170 billion. This represents a deerease of about 87 billion from the
current level. The estimate of $170 billion represents a conservative
position.  Allowances are made for some downturn in business, mod-
erate price reductions, and some reduction in employment.

This forecast of $170 billion for income pavments in the fiscal year
1948 can be compared with an estimate of $168 billion used by the
Treasury Department in the preparation of its revenue estimates for
this year. However, there is a great difference between your com-
mittee’s judegment of what $170 billion would mean in terms  of
business conditions and the Treasury’s interpretation of its $163
billion f{igure. The Treasury believes the latter represents “full
employment” in an absolute sense. This is indicated by the Seere-
tary’s statement that there will be ne room for expansion in the
volume of output of goods and services during the fiscal vear 1948

As noted above, income payments during the first quarter of the
calendar vear 1047 were $176.9 billion.  When confronted with the
question as to why a continuanee of the present levels of employment
and output would not produce income pavments in the fiseal year
1948 of at least $176 billion, the Seevetary veplied that price reductions
were anticipated, This reduction in selling prices, combined with the
Secretary's assumption that no expansion i volume of output was
possible, enabled him to coneclude that a level of income payments of
$168 billion was consistent with a forecast of full employment and
maximum production,

Other statements inserted in the testimony of Dr. Haas, Director
of the Division of Research and Statistics of the Treasury Depart-
ment, imply that the price cuts which the Seeretary has in mind
will take place before the ond of the present fiscal year. On page 58
of the hearings the following statement appears:

The income level in June 1948 was assumed to reach an annual rate of $169
billions, rising gracdually through the fiscal year,
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If income payments are to reach an annual rate in June 1948 of
$169 billion, average $168 billion for the period July 1947 to June
1048, and “rise gradually’”’ during this same period, it is inevitable
that the level in July 1947 must be $167 billion. This means that
the level of income payments must drop by about $10 billion between
May 1947 and July 1947, The Secretary’s testimony indicates that
this will take place as a result of price cuts and that there will be no
untoward repercussions in employment or the volume of business
activity.?

In the opinion of your committee the Sccretary’s forecast has
certain weaknesses.  The economy is not as fully employed us the
Secretary seems to believe.  Unemployment as reported by the De-
partment of Commerce is running now at about 2,400,000 persons.
This compares with 650.000 persons during the autumn of 1944, when
it can reasonably be said that the economy was fully employed in a
fairly absolute sense. Moreover, since the fall of 1944, the average
weelkly hours of workers in manufacturing industry have dropped
from 45 to 40. In the opinion of your committee there is move room
for expansion in the volume of output than the Secretary seems to
believe.

The Seeretary’s assumption that substantial cuts in prices will take
place in the immediate future is open to question on several grounds.
First the price-cut program is a voluntary one which to date at least
has not been generally accepted.  Therefore its future effectiveness
certainly is not assured.  Second, the Seeretary seems to believe that
the price-cutting program can be realized in spite of the wage increases
which are now being made. The validity of this assumption is by no
means obvious. Third, the Secretary’s belief that a general price
reduction can occur without raising the level of production is based on
what yvour committee considers an unsound premise, naniely that we
have reached an absolute maximum volume of output. Fourth, if
general price reduction should be accomplished without increasing the
volume of output, it appears likely that the additional funds in the
hands of the consumers, would result in prices being bid up again.
The committee is unwilling to rely exclusively on price cutting in
trving to prevent deflation.

If vour committee believed it advisable to base its estimates for the
fiscal vear 1948 on the continuance of the present levels of employment
and output, as the Seceretary of the Treasury has done, it would fore-
cast income payment estimates for the fiscal year 1948 of between
$175 billion and $180 billion.

[V, SuMmyary or Estimarep ReveENue Errscr or Tax RevpucrioN

With an mcome payment level of $170 billion, individual income
tax liabilities under your committee’s bill are estimated at about
$13,700 million on the basiz of the full rate reduction, or $15,600

- Your committee has difliculty reconciling the Secretary’s opinion that this price adjustment can taks
place without o recesston with certain other iimplications of his testitnony. ‘T'he Sceretary (orecast a lovel
of income |mf'muuts of $166 billion for the calendar year 1947, Income payments during the first quarter
of this ealendar year were about 3177 billion at an annual rate, Therefore the remaining three quarters
must average $162 billlon.  Dr. Haas' statement cited above impliss that the income payments during the
last half of this calendar year must average between 3167 billion and $168 billion.  ‘I'his leaves only the second
quarter of the year unaccounted for.  ‘T'o arrive al the average of $160 for the full year, it iz necessary to have
an averaze level of income gmymon!s during the second quarter of about $153 billlon, Since the quarter
will beain at a level around $177 billfon, an average for tha quacter of $153 billion requires a low point during
the quarter of between £120 billion and 3130 billion.  Thoe drop (rom $177 billion to $120 biilfon, or $130
hilllon whhin the snace of 1 or 2 months is clearly inconsistent with the Secrutary’s notion that the only
readjustment called for is (i selling prices.
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million with half of the full rate reduction.® "The “half” reduction
is effective for calendar year 1947 and the“full” reduction for 1948 and
subsequent calendar years.,  This represents a liability reduction from
present law of about $2,100 million in the case of the “half”’ reduction
and $4,000 million with the “full” reduction.  On the basis of income
payments of $170 billion, . R. 1 as it passed the House would reduce
the liabilities under present law by about $4,000 million. Table IV
shows the changes in liabilities resulting from the House and Finance
Committee bills with income payments of $170 billion and $165 billion.
Tables showing the distribution of labilities among a.flerent income
groups are shown in part VI of this report.

TanLe I\'.Mljl'slinmlml individual income tax liabilily under present law, H. R, 1
as il passed the House, and the Senate Finance Committee bill

{10 billious of dollars)

Estimated liability under— Reductinn in lability under—
Level of ncome Senate Frnnnbcal'l(,‘om- Senate Finance Com-
HAyInents us- . mittee bi mittee bhill
' sumned ! Present ”R ! % “'.I.{‘ 1as '
Inw [t)\l‘.\;l[)ll l\)h : [;:\::s;r;l by;
the House o yrrrage | Fallrate | U1 HOUSC pragrate l Full-rate
reduction ¥ ! reduction ¢ reduction ¥ reduction
_ |
$165. ... .... $16. 9 $13. 0 $14. 0 $13. 0 33. 8 $2. 0 $3. 8
$170_ ... 17. 8 13.7 15. 6 13. 7 4,0 2.1 4.0

! The Hability estimates are shown uniformly on Income payment levels of £185 billlon and §170 billion for
comparative purposes only. T'hey do not represent forecasts for the periods involved.

1 Etlective 1in 147 and subsequent years.

L] A:a)‘ut one-half of the rate reduction and all of the increase in exemptions {3 made eflective In the ealendar
year 7.

+ T'he full reduction in rates 1s effective {n calendar year 1948 and subsequent years.  This reduction is
somewhat smaller than that provided under H. R, 1 a3 passed by the House, but when the data are rounded
the ditferences disappear.

Source: 8tafl of the Joint Committee on Internal Revenue Taxation.

The proposed tax reduction expressed on a linbility basis indicates
the decrease in the obligations incurred by taxpayers during the
year. The reduction expressed on a collection basis indicates the
actual loss in the receipts of the Government during that year.  The
former is useful in illustrating the ultimate effect of the reduction.
The latter is necessary to determine the immediate effect of the reduc-
tion on the Federal }{udget.

Table V presents the effects of the tax reduction proposed by the
House and by your committee on a collection basis for the fiscal
year 1948 umﬂ\,r different assumptions of income payments. For the
purposes of this report it is assumed that the level of income pay-
ments in the first half of the calendar year 1947 will be $176 billion
and in the fiseal year 1948, $170 billion. On this basis, it is esti-
mated that your committee’s bill will reduce collections in the fiscal
year 1948 by $3,200 million. The bill as passed by the House would
reduce collections (or increase refundg) by $4,900 million,

t Both Azures are shown on an incorme naym et lavel of 3170 bitlton for crmparative purposes.

¢ Although the rate reductiwn 13 halve Ly 1917, the ackditional exemption is not.  "Thux the reduction in
Habilitles In 1948 s not quite twice the reduction in 1947,
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Tanre V.-—Comparison of the effect of H. R. I as it passed the IHouse with the Senate
Finance Committee bill on fiscal year 1948 collections

(In billions of dollars]

Raotuetion {n collections and ‘ Fxeess of budg.
Level of income payments in billions of doltars in— increase in refunds in the etary loss
fiscal year 1945 under — under H. R, 1
as it passed

i the House

it L Qenate Fi. aver loss
H. R.lasit Senate Fi nmeder Senate

The first half of calentdar Fiscal year 104 passed the . nance Come- | i00E 200
e House | mittee bil) | Finance Cowm-
v - | mittee bill
S0 . . .. 1137 $4L6 $2.9 S 7
SU76. . ... DSIOS . oL 1. 8 3.1 1.7
S I S | 4.9 3.2 1.7

Source: Statl of the Joint Committee aon Internat Revenue Taxation.

The chief reason for the greater reduction in collections (or inerease
in refunds) under the House bill is the fact that it makes the “full”
reduction effective for the entire calendar yvear 1947, Your commit-
tee’s bill has approximately the same effect as providing the reduction
for only the last half of the calendar year 1947.

With minor exceptions, the collections made in the fiscal year 1948
are composed of part of the liabilities incurred in the fiseal year 1947,
and part of the liabilities incurred in the fiscal vear 1948,  Similarly,
part of the reduction in the fiscal year 1947 liabilities, and part of the
reduction in the fiscal year 1948 liabilities, arve reflected in lower col-
lections in the fiscal year 1948,  On the other hand, part of the reduc-
tion in liability in the fiscal year 1947 is reflected in lower collections
in the fiscal year 1947, and part of the reduction in the fiscal yecar 1948
linbilities is reflected in lower collections in the fiscal year 1949.

The estimates presented above do not take into consideration the
stimulating effect which this bill will have upon the cconomy. Asa
result, it appears likely that the revenue losses involved have been
overstated.

V. GeNERAL DiscussioNn orF RecomMmeNpeDd Inpivipuan INcosmg
Tax Repucrions

1. Why a tar reduction 1s needed now

Much of the discussion in your committee’s hearings was concerned
with the problem of whether a tax reduction is appropriate at the
present time.  This discussion was concerned with the ecconomic effects
of a tax reduction and its implications with respect to debt retirement.

A tax reduction at the present time should appear particularly
desirable to those who hold the view that a down-turn in business
conditions is likely during the fiscal year 1948.

There is a good deal of uncertainty among those holding this view
as to whether the downturn will begin shortly or whether some time
will elapse before the turning point is reached. In any case a tax
reduction will be a hedge against recession and cumulative deflation,
and should be enacted now. A tax reduction cannot become fully
effective until some time after the legislation is enacted. In the
hearings before the House Ways and Means Committee, the Sccre-
tary of the Treasury suggested that it takes 12 months for the full
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cconomic effeets of a tax reduction to be realized. It should be
noted that this lae in the economic effectiveness of a tax reduction
means that even if inflationary factors, due to temporary shortaces
of materials and manpower, should continue to be important in the
next few months, they would not be aggravated by a tax reduction
now.

Morcover, those who predict some recession should keep in mind
that Congress might not be in session if the downturn in business
conditions oceurred or action by Congress might of necessity be
delayed.  This, combined with the lag in the economie effectivencss
of a tax reauction, suggests that its postponement might well mean
that no counternctive tax measures could be taken until a drastic de-
flation was well under way.

It is argued by some that no matter how large the surplus in the
fiseal vear 1948 turns out to be, all of it should be used for debt-retive-
ment purposes.  Your committee attempted vainly to obtain an
expression of opinion from the Seeretary of the Treasury on this issue,
While debt retirement is highly desirable from the point of view ol
maintaining the eredit status of the Government, it must not he {or-
gotten that one short-run effect of this nction is to reduce consumen
purchasing power.  When the economy appears to be in danger ol
receding from a high level of operation, a very lavge debt retirement
carried ont during a short period of time may well be o major factor
in precipitating a recession. For this reason it appears desivable to
make a contribution to the eredit status of the Government by
carrying out a substantial amount of debt retirement in the fiscal

ear 1948, and nlso to provide agninst a recession in business conditions
Ky a concurrent tax reduction.  The latter will not only offset the
loss of consumer purchasing power inherent in the debt-retirement
process, but also stimulate the investment and managerial efforts of
the business community which are essential to the continuance of the
present levels of production and emplovment,

2. Why the reduction should be made in the individual income tax

Your committee ngrees with the House Ways and Means Committee
that it is desirable to coneentrate any reduction which can be made at
this time in the individual income tax.  Only through the individual
income tax is it possible to give relief to all persons bearing heavy
tax burdens.

Furthermore, a reduction in the individual income tax is the only
way in which a reduction ean be made in a single tax which will both
increase consumer purchasing power and stimulate investment and
managerial initintive,

8. Why the type of reduction provided in this bill was selected

The reduction in the individual income tax should be made in a
fashion which s cconomically desirable. It should be effective in
ncreasing purchasing power and stimulating venture capital and
managerinl initiative,

The additional income placed in the hands of the consumers by this
bill will act as a check on any recession that may be forecast for the
fiscal year 1948, and will tend to offset the reduction in consumer
purchasing power which is involved in the debt-retirement operation.
The importance of the effect of this bill on consumer purchasing power
i8 shown in table VI, which indicates that 64 porcont of the reductioh
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will be given to persons with incomes of $5,000 or less, the primary
source of consumer purchasing L owor,

TasLe VI.—FEstimaled percentage dislribution of the individual income tax liability
and lazpayers under present law, and of lotal lax reduction under the House billl,
and your commillee’s bill with a full year's reduction in laz (with assumed incoms
payments of $170 billion)

Pereentage distribution of~
Total d

Net income class Total tac. Total tax pald | otal reduction under—

Dﬂ)'ﬁ‘“. under present | . ¢
WY owse b Flannee Cour

- - !

$Oto 32,000, oo 52. 7 17. 5 24. 0 24. 5
$2,000 to $5,000. - . v 43. 4 39. ¢ 38. H 39. b
$5,000 to $10,000. ... ... ._.... 2.6 B 2 7.5 7.6
$10,000 to $25,000. . .o e o emne. 1.1 12.0 10. 6 10. 7
$25,000 and over. .o oioe.- .2 23.0 10. 4 17.7
Total . - o et 100. 0 100. 0 100. 0 100. 0

Source: Staff of tha Joint Committaa on Internal Rovenue Taxation

Your committee also is impressed with the long-run need for a
stimulus to investment and managerial initintive. The extent of the
stimulus provided by H, R. 1 as amended can best be seen by examin-
ing the proposed reduction in marginal tax rates; i, e., the rates on
the top dollar of income received. In deciding whether or not to
make u new investiment or to take on added managerial responsibili-
ties, it is these marginal rates with which the investor or manager
will be concerned. They determine the additional tax he will have
to pay on any additional income which he receives.

Table VII shows that the marginal tax rates ave substantially lower
under the bill than under existing law.  For example, in 1948 an in-
dividual already having surtax net income of $18,000 will be taxed at
40 pereent on additional income under the bill, rather than 50 percent
as under present law. It is believed that this will make him less
hesitant in assuming the risks of new investment.  Similavly, an in-
dividual with a surtax net income of $100,000 will be more likely to
make an investment if the additional return is taxed at 72 percent
rather than at the 85 percent provided by existing law, It is be-
lieved that the reduced nmrginn{ rates nlso will have the effect of en-
cournging business managers to take on added responsibilities and
work harder to make their businesses a success

The amount of spendable income remaining after paying taxes is
another measure of the effect of taxes on investment and managerial in-
centives. Table X1 in part. VI shows the spendable income left after
taxes at various levels and the percent this is of income before taxes
under both present law and your committee’s bill.  FFor example, a sin-
ale individual with a net income of $20,000 under present law retains
ahout 67 percent of this income after paying taxes, and in 1948 under
your committee’s bill, about 73 percent. A single individual with a
net income of $70,000 under present law has about 43 percent of his
income left after paying his taxes and in 1948 under your committee’s
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bill, 55 percent. The small percentage of net income left after taxes
under existing law so reduces the advantage of making risky new in-
vestments or exercising managerial initiative as to serve as a strong
deterrent to the maintenance of a high level of business activity.
Under your committee’s bhill the taxpaycr retains a larger portion
of his income after taxes. This constitutes the first major step toward
};he removal of the deterrents to investment and initiative in present
aw.

TaBLe VII.—Comparison belween the marginal rates of the individual income tax
‘under present law, the House bill, and the Senale Finance Commiltee bill

Surtax net income Marginal rates
Finance Committee bill
From-- T~ Present law House bill

107 | oent years
{1 S1,000. . ... 19. 0 13. 3 16. 1 13.3

$1,000_ ... 81,400 ____ 19. 0 ®) ® ®
$1,4001______. §2,000. .. _._ 19. 0 15. 2 17. 1 15. 2
$2,000_ .. ... SH000. o . 20. 9 16. 7 18. 8 16. 7
$4,000. ... S6,000. ... 24. 7 10. 8 22, 2 19, 8
$6,000_ .o ____._ 88,000 ______ 28.5 22. 8 25. 6 22. 8
$8,000_ ... ..__ $10,000. ... 32.3 25, 8 20.1 25. 8
$10,000. ... $12,000. ... 36. 1 28. 9 32. 5 28. 9
$12,000_ ... ... $14,000_ ... 40. 9 32. 7 36. 8 32. 7
$14,000. .. ... $16,000. ... _. 44,7 35. 8 40. 2 35. 7
$16,000_ .. _____ $18,000. ... _ 47. 5 38. 0 42. 8 38.0
$18,000. ... _. 520,000, ... 50. 4 40. 3 45. 3 40. 3
$20,000. .. ..... $22,000. .. ... 53. 2 42. 6 47. 9 42, 6
$22,000. . ..____ $26,000__...._ 56. 1 44, 8 50. 4 44, 8
$26,000. ... 832,000 . .... 58. 9 47. 1 53. 0 47.1
$32,000. ... ... 838,000 _.._. 6i. 8 49. 4 55. 6 49, 4
$38,000_ . ... ... $44,000_ .. 65, 6 52. 5 59.0 52, 4
$44,000- oo ___ $50,000. _ ... 68, 4 54, 7 61.6 54.7
$650,000_ . __.. $60,000. . ____ 71. 3 57.0 64. 1 57.0
$60,000_ ... __._ $70,000_ ... __ 74. 1 59. 3 66. 7 59. 3
$70,000__ .. .... $79,700 4. ____ 77. 0 61. 6 69. 3 61, 6
$79,700 4. ... $80,000__.... 77.0 61. 6 71.3 65, 4
$80,000. ... ... $90,000. ... __ 79. 8 63. 8 73.9 67. 8
$90,000_ ... _.. $100,000. ... 82. 7 66. 2 76. 6 70. 3
$100,000. .. ..._ $150,000_____ 84. 6 67. 7 78. 3 71.9
$150,000_ . _____ $200,000_ .. .. 85. 5 68. 4 79. 2 72.7
$200,000_._.__. $302,4005__... 86. 5 69. 2 86. 1 73. 5
$302,400¢ and over®. oo __... 86. 5 77. 3 81. 9 77. 3

1 The exact breaking point in surtax net income under the House bill and as provided by your committee
for 1948 s $1.395,83. Under the bill as ameunded by your committee the breaking point for 1947 Is $1,327.60.

1 Incomes in this bracket receive a flat reduction of $67 from the tentative tax.

1 Incomes in this bracket reecive a flat reduction of $38.50 from the tentative tax,

{ T'he exact breaking point in surtax net income under the bill as amended by your committee is $79,728.40.

#'I'he exact breaking point in surtax net income under both the Houso bill and the bill as amended by
your cominitieo is $302,305.60. : .

¢ It should be borne in mind that the tax s subject to a celling of 81,8 percent of surtax net fncome under
existing law, 76.5 pereent under the House bill and under the Finance Committee’s bill in 1943 and sub-
sequent years, and 81 percent in 1947 under the Finance Committee bill,

Bource: Stafl of the Joint Committec on Internal Revenue ‘I'axation,
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The need for stimulating managerial incentives and the investment
of venture capital is a major reason for the proposed reduction in the
taxes of individuals in the middle and upper brackets. The decisions
of the executives who reccive relative large salaries are of greatest
importance with reference to the development of industrial produc-
tion. The savings of the middle and upper bracket income recipients
are the principal sources of the venture capital for business expansion.

A study by the Bureau of Labor Statistics for the year 1941 ® brings
out the fact that the great bulk of the relatively speculative business
investments are made by individuals with incomes ot $10,000 and over.
Individuals with such incomes accounted for no less than 89 percent of
the investments in stocks, honds, and unincorporated business made
by the entire group covered in the study. Persons with smaller in-
comes not only save relatively little,® but are apt to keep what they
do save in cash, Government bonds, insurance policies, savings ac-
counts, etc. They cannot afford to assume the additional risks which
speculative investments entail.

4. Why the full reduction was not allowed for the calendar year 1947

H. R. 1 as it passed the House provided for a retroactive tax reduc-
tion effective January 1, 1947. Your committee has amended the
bill in a manner which roughly has the same effect as making the
reduction on July 1, 1947, Stated more accurately your committee
amended the bill to provide a reduction for the entire calendar year
1947 which is one-half as large as the reduction provided for the
calendar year 1948. It is provided that the withhol({ing tables set up
in the House version of this bill shall go into effect July 1, 1947,

The principal reason for this amendment to the House bill is that it
reduces the budgétary effect of H. R. 1 in the fiscal year 1948. Under
the House version of the bill the revenue loss, in the form of reduced
collections and increased refunds, would amount to $4.9 billion with
income payments at $170 billion. Under the bill as amended by your
committee, the reduction for the fiscal ycar 1948 with the same income
payments, will amount to $3.2 billion.

This amendment will also eliminate the necessity for most of the
tax reéfunds which would have occurred in the fiscal year 1948 as a
result of the enactment of the House bill. A reduction which is retro-
active to January 1, 1947, results in an overpayment of the tax due
during the time intervening between January 1 and the date when the
new withholding tables used in collecting the tax go into effect. It has
been estimated that the resulting additional refunds would amount to
$450 million., The method of reduction recommended by your com-
mittee would practically eliminate such refunds,

The stimulus to business which this bill brings results from the
additional incentive to managerial initiative and the investment of
venture capital, This stimulus consists primarily of the knowledge
that from now on the net return allowed on a successful venture and
the net reward paid for outstanding managerial achicvement is going
to be substantially greater than in the past. While the refunds pro-
vided by the retroactive feature are considerable, they oceur only once
and hence offer no continuing stimulus to plans for future investment
or managerial action,

8 U, 8, Bureau of Laber Statisties hulletin No. 822, Family Spending and Saving in Wartime.

u'd'l‘ho BLS study Indicated that 74 percent of the total saving wus doue by persons wilh iucomes of $10,000
id over.,

8. Repts., 80-1, vol, &-—7
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5. Why an exemption 18 needed for persons aged 65 and over

Your committee’s bill introduces an additional exemption of $500 for
each person who attained the age of 656 hefore the end of the taxable
year. The exemption will benefit 3,700,000 taxpayers and will remove
1,400,000 persons from the rolls, The heavy concentration of small
incomes among such persons reflects the fact that as a group they
are handicapped in an economic if not in a physical sense. They have
suffered with unusual severity as a result of the 54-percent rise in
the cost of living and the changes in the tax system which have
occurred since the beginning of the war. Unlike younger persons, the.
bulk of those who have attained the age of 66 were unable to com-

ensate for price and tax changes during recent years by accepting
ull-time jobs at prevailing high rates of wages. For these reasons
your commitice believes that special relief is warranted at this time
for persons who have attained the age of 65.

At the hearings on this bill the Secretary of the Treasury did not
oppose the giving of special relief to persons aged 65 or over but
argued that the appropriate method of doing so would be action under
the Social Sccurity Act. It is worth noting that the coverage of the
social-security legislation is by no means universal., Relief under it
would not extend to a great number of the people over 656 who now
find themselves in an unusually straitened condition.

The Treasury has taken exception to the special exemption for
ersons aged 05 or over on the ground that it constitutes class legis-
ation. It is difficult to see how the Treasury can take this view after

having indicated it is studying the following types of class legislation:
individual income tax exemptions, the treatment of family incomes.
the taxation of pensions and annuities, the earned income credit, the
special taxation of capital gains and losses, the taxation of small
business, the double taxation of dividends, the taxation of American
corporations doing business abroad, the taxation of cooperatives and
other tax exempt organizations, the 2-percent tax on consolidated
returns. and the 85-percent credit for intercorporate dividends received.

The $500 exemption for all persons in this age group appears to
hbe a more appropriate method of bringing relief than an extension
of the system of exclusions for the benefit of particular types of income
used under existing law., Certain persons who have attained the
age of 65 are already benefiting by these exclusions, For instance,
the annuities under the Railrond Retirement Act and the pay of
Army and Navy officers retired by reason of medical survey lave
been excluded' from gross income in full by statutory enactmeut.
Benefits under the oﬁl-n re and survivors' insurance system of the
Social Security Act have been exeluded by a Treasury decision,  The
presence of exclusions of this type has brought an imsistent demand
for ihe extension of similar treatment to other types of retirement
income, such as the pensions and annuities reecived by former
employces of State and local governments, retired school teachers,
nn(i heneficiaries under the civil serviee retirement fund of the Fedeéral
Government,  Your committee recognizes that existing exclusions
work a diserimination agninst persons having attained the age of 65
who are receiving other types of income, but believes that a general
exemption of $500 for all taxpayers in this group is preferable to the
piccemeal extension of exclusions for the benefit of particular types
of income, R
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H. R. 1 as passed by the House contained a provision which in effect
was intended to keep persons receiving more than $500 of certain types
of excludable income from obtaining the benefits of the new $500
exemption. The House bill required a taxpayer who qualified for the
new $500 exemption to include in his gross income an amount up to
$500 received during the taxable year from certain pensions, annuities
or retirement pay which, but for this bill, would have been excluded
in full from gross income. Your committee is in complete accord with
the general objective of this provision.

However, due to the difficulty of determining the types of exempt
income covered by this provision and the administrative difficultics
raised by the Treasury, it was deemed advisable to defer action on this
problem to a later bill. The committee is of the opinion that some
remedy for the discrimination now existing between recipients of
various types of rctirement income must be found, and will consider
this. matter fully in connection with the next general revenue bill,
The allowance of the additional $500 exemption for persons over 65
may  well constitute a sufficient basis for removing the exclusions
provided under existing law and Treasury rulings.

H. R. 1, as it passed the House, provided that the special exemption
for persons ageg 65 or over was to be allowed only with respect to

crsons whose gross income was $500 or more. This feature of the
Touse bill involves substantial inequity. This can be shown most
clearly by comparing two couples where both husband and wife are
over 656 but where one wife has gross income in excess of $500 while
the other wife’s income is slightly less than $500. The House bill
would bring the first couple an extra exemption of $1,000, the second
couple one of $500. This would occur, even though the joint incomes
of the two couples were the same,

To eliminate this inequity your committee has amended the House
bill so as to allow the $500 deduction with respect to all persons 65
years of age or more regardless of the amount of their gross income.

VI. Cuances IN ExisTing Law

Tahle VIIT compares the reduction in tentative tax and in actual
tax payable under present law with that under H. R. 1 as amended
by your committee. The changes in present individual income tax
law provided under H. R. 1 are discussed below.



TaBLE VIII.—The reductions in tenlative laxes and aciual lazes un'der H. R. 1, as amended by the Senate Finance Commilles

a |
L% lg R:luction in tentative tax ufnder H.R.1asamended | Actual tax reduction under H. R. 1 as amerjded by
! entative by Sznate Finanoe Committee Sonate Finance Committee
Surtax net income Tentative tax tax i
under
i present e‘
| aw Calendar year 1947 Calendar year 1948 Calendar year 1947 Calendar year 1948
Percent
$0t081,000________ $0 to S200_ ... _. 51 19.25 pereent. oo 33.5 percent______ 15 percent__________ 30 percent.’
$1,000 to $1,400t____i 3200 to $255.52 or 5 83850 (e 867 s 15 percent to 10 per- | 30 percent to 20
$27€.172 . cent. percent.
$1,400! to $79,7003_1 $279.17 to $50,000__ 5! 14.5 percent_ . ____ 24 percent.___.._. 10 percent. 20 percent.
$79,700% to 8302,4004_; $50,000 to $250,000._ 5] 14.5 percent on | 24 percent on first | 10 percent on first | 20 percent on first
first $50,000 and $50,000 and §79,700% of in- $79,700% of in-
12 percent on 19.25 percent on come, and 7.5 per- come and 15 per-
remainder. remainder. cent 3 on remain- cent on remain-
der. der.
$302,400 ¢ and over._} $250,000 and over.. 5| 14.5 percent on ; 24 percent on first | 10 percent on first | 20 percent on first
first $50,000, 12 $50,000, 19.25 $79,7003 of in- $79,7003 of in-
percent on next percent on next come, 7.4 percent $ come, 15 percent
$200,000, and $200.600, and on the next $223 - on the next
10 percent on 15 percent on 000, and about $223,000 and
remainder. remainder. 5.3 percent? on 10.5 percent® on
remainder. remainder.

1 The exact breaking point in surtax net income under the House bill and as provided
Dy vour committee for 1948 i< $1,395.83 and for 147 under the bill asamended by your com-
mittee is $1,327.60.

2 The maximun tentative tax in the *notch”™ is $265.52 in calendar year 1947 and $279.17
in calendar year 1948,

2 The exact breaking point in surtax net income under the bill as amended by your
committee is $79.728.40.

¢ The exact breaking point in surtax net income under both the House bill and the bill
as amended by your committee is $302,395.60.

4 The exact amount of tax reduction on surtax net income between $78,728.40 and
$302,395.61 for the calendar year 1947 is between 7.36 and 7.37 percent.
¢ The exact amount is $222,667.20, the difference between $302,395.60 and $79,728.40.
T The exact percentage reduction in 1947 on surtax net income in excess of $302,395.60
is between 5.26 and 5.27 percent. .
¢ The exact percentage reduction in 1948 and subsequent years on surtax net income in
; excess of $302,395.60 is between 10.52 and 10.53 percent. -

Source: Stafl of the Joint Committee on Internal Revenue Taxation.
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1. A reduction in 1947 'oj 15 percent and 1n 1948 of 30 percent of the
tax for individuals with surtax net income of 81,000 or less

Under the bill the combined tentative normal tax and surtax of
individuals having a tentative tax of $200 or less is reduced by 19,26
percent for the calendar year 1947, and 33.5 percent for the calendar
year 1948 and subsequent-years. These reductions are in lieu of
the 5-percent reduction provided by present law, They, in_effect,
reduce the tax burden for individuals with $1,000 of surtax net income
or less by 15 percent in 1947, and by 30 percent in 1948, The tax
on $1,000 of surtax net income under the bill would be $161.50 in
1047 and $133 in 1948 and subsequent years, in place of the present
tax of $190. Thus the maximum reduction for any individual as a
result of the 15-percent cut in 1947 is $28.60, and in the case of the
30-percent cut in 1948 and subsequent years, $57,

For example, a single person with no dependents having a net
income of $1,200 would compute his tax as follows, if he were one of
the few required to compute his own tax:

. bsequer

1947 1048 an(i’:gr 5wquent

1, Net Ineome. e e cmcmceemmmee $1, 200, 00 $1, 200. 00

2. Personal exemption. .. . o aeaocea.. 500. 00 500. 00

3. Surtax net income (No, 1—=No0. 2) _occamaa.. 4 700. 00 700. 00

4, Tentative tax (20 pereent of No, 3) .. ...... 140. 00 140. 00
5, Reduetion in tentative tax under bill (19.26

percent in 1947 and 33.5 percent in 1948) . 2¢. 956 46, 90

6. Tax under bill (No, 4—N0, ) e ccecanan 113. 06 83. 10

The reduction for surtax net incomes of $1,000 or less provided by -
your committee for 1948 and subsequent years is the same as that
provided in H, R. 1 as it passed the House. However the reduction
provided in your committec’s bill for 1947 is one-half the reduction
provided for 1947 in II. R. 1 as it passed the House,

2. A reduction in 1947 varying from 16 percent to 10 percent and in
1948 varying from 30 percent to 20 percent of the tax on surtax net
income between $1,000 and about $1,./00

Under the bill if the combined tentative normal tax and surtax
of an individual in the calendar yoar 1947 is between $200 and $265.53,

his tentative tax is reduced by $38.50. In the calendar yoar 1948

and subsequent years if his combined normal tax and surtax is between

$200 and $279.18, his tentative tax is reduced by $67. These decreases
in tax reduction, as income increases, arise from the fact that flat
reductions are given in licu of the 6-percent reduction in tax. In
effect, tax reductions are given to individuals which in 1947 range

from 15 percent for those with surtax net incomes of $1,000 to 10

percent for those with surtax net incomes of $1,327.60, and in 1948

range from 30 percent for those with surtax net incomes of $1,000 to

20 percent for those with surtax net incomes of $1,395.83. For

example, a married person with no dependents having a net income

of $2,200 would compute his tax as follows, if he is one of the few
required to compute his own tax:
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1948 s

1047 am} eul:t‘hsequeut
1, Net fncome. .. ovoomeeiaaccaeeeeae $2, 200, 00 $2, 200. 00
2. Personal exemptions. ..o cnmnenmmuaann. 1, 000,00 < 1,000, 00
3. Surtax net income (No, 1—No, 2).._.._... 1, 200, GO 1, 200, 00
4, Tentative tax (20 percent of No. 3) _.__._.. 240. 00 240. 00
5. Reduction in tentative tax under bill...__... 38. 50 ©67.00
6. Tax under bill (No. 4—~No, 6) . cccccueaao. 201. 50 173. 00

The reduction for surtax net incomes between $1,000 and $1,395.84
provided by your committee for 1948 and subsequent years is the
same as that provided in H. R. 1 as it passed the House. However,
the reduction provided in your committee’s bill for 1947 for similar
surtax net incomes is about one-half the reduction provided for 1947
in H. R. 1 as it passed the House.

3. A reduction in 1947 of 10 percent and in 1948 of 20 percent for ind:-
viduals with surtax net incomes between about $1,400 and about
$80,000

Under the bill in the calendar year 1947 an individual with a com-
bined tentative normal tax and surtax between $265.52 and $50,000
receives a 14.5-percent reduction in his tentative tax. In the calen-
dar year 1948 and subscﬁuenb years an individual with & combined
tentative normal tax and surtax betwecen $279.17 and $50,000 re-
ceives a 24-percent reduction in his tentative tax. These reductions
are in licu of the 5-percent reduction allowed under present law,

Individuals with surtax net incomes in 1947 hetween $1,327.60 and

$79,728.41 receive a 10-percent reduction in their tax burden. In

. 1948, if their surtax net incomes are hetween $1,395.83 and $79,728.41,

they receive a 20-percent reduction in their tax burden,

For example, a married person with no dependents having a net
income of $4,000 would compute his tax as follows, if he were one of
the few required to compute his own tax:

1048 and subse.
1947 q%e‘l?t]y(}:\r:

1, Net ineome. oo $4, 000. 00 $4, 000, 00
2, Personal exemption e oooenoanaaiaas 1, 000, 00 1, 000. 00
3. Surtax net Income.o oo ______ 3, 000. 00 3, 000, 00
4, Tentative tax ($2,000 of surtax net income

at 20 percent and $1,000 at 22 porcont) ... 620. 00 620. 00
8. Reduetion in tentative tax under bill (14,5

percent in 1947 and 24 percent in 1048) .. 89. 90 148, 80
6. Tax under bill (N0. 4—N0O. ) cecmeceannn 530. 10 471, 20

The reduction for surtax net incomes between $1,395.83 and
$79,728.41 provided by your committee for 1948 and subsequent
years is the same as that provided in H. R. 1 as it passed the House,
although the House bill continued the 20-percent reduction on up to
surtax net incomes of $302,395.60. The reduction provided in your
committee’s bill for 1947 is one-half the reduction provided for 1947
in H. R. 1 as it passed the House.
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4. A reduction in 1947 of about 7.6 percent and in 1948 of 16 percent of
the taxz on that portion of the surtax net income which 18 between
about 880,000 and about $302,000

In the calendar year 1947, in addition to the reduction of 14.5
percent in the tentative tax on the first $79,728.40 of surtax net
income, individuals with surtax net incomes between $79,728.40 and
$302,395.61 receive a 12-percent reduction on that portion of their
tentative tax which is between $50,000 and $250,000. In the calendar
year 1948 and subsequent years in addition to the reduction of 24

ercent in the tentative tax on the first $79,728.40 of surtax net
income, individuals with surtax net income between $79,728.40 and
$302,395.61 receive a 19,26-percent reduction in that portion of their
tentative tax which is between $50,000 and $250,000. These reduc-
tions are in lieu of the 5-percent reduction in tentative tax allowed
under present law. Thus an individual with surtax net income of
between $79,728.40 and $302,395.61 in 1947 receives a reduction of
10 percent in the tax on his first $79,728.40 of surtax net income and
about a 7.4-percent reduction in the tax on his remaining income.
In 1048 he receives a reduction of 20 percent in the tax on the first
$79,728.40 of surtax net income, and a 15-percent reduction in the
tax on the remaining income, '

The tax reduction for surtax net incomes between $79,728.40 and
$302,395.61 provided by your committee is smaller than that provided
in H. R. 1 as it passed the House. The latter provided a 20-percent
reduction in the tax on such incomes in both 1947 and subsequent
years,

8. A reduction in 1947 of about §.26 percent and in 1948 of about 10.5
percent of the tax on that portion of the surtax net income which is
wn excess of about $302,000

In addition to the reductions on the tax attributable to the first
$302,395.60 of surtax net income or $250,000 of tentative tax, indi-
viduals with surtax net incomes or tentative taxes in excess of this
amount receive a 10-percent reduction in 1947 and a 15-percent reduc-
tion in 1948, in lieu of the present 5-percent reduction, on that portion
of the tentative tax which exceeds $250,000. Thus in 1947 an indi-
vidual with surtax net income of more than $302,395.60 receives a
10-percent reduction in the tax on the first $79,728,40 of surtax net
income, about a 7.4-percent reduction in the tax on surtax net income
between $79,728.40 and $302,395.61, and about a 5.26-percent ° reduc-
tion in the tax on any remaining surtax net income. In 1948 and
subsequent years an individual with surtax net income of more than
$302,395.60 reccives a 20-percont reduction in the tax on the first
$79,728.40 of surtax net income, a 16-percent reduction in the tax on
surtax net income between $79,728.40 and $302,395.61 and about a
10%-percent ' reduction in the tax on any remaining surtax net
income,

The effective tax reduction in the calendar year 1948 and sub-
sequently for individuals with surtax net incomes in excess of $302,-
395.60 provided b{ your committee’s bill is smaller than that in H. R.
1 as it passed the House because of the smaller reduction provided for

1 The oxact amount of tax reduction on surtax net income between $79,728.40 and $302,395.61 (or the calen:
dar ’Fear 1947 {3 hetween 7.36 peroent and 7.37 peroent. . ‘
tn.d 5‘.1;7 e'.;:rc:e mr‘oentage reduction in 1947 on surtax net income in excess of $302,395.60 is between 5,26 peroent

18 The exact percentage reduction in 1948 and subsequent years on surtax net [ncome In excess of $302,396.00
{s between 10.52 percent and 10,53 percent,
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that proportion of the surtax net incomes between $79,728.40 and
$302,395.61, H. R. 1 as it passed the House provided a reduction of
20 percent in the tax for that portion of the surtax net incomes under
$302,395.61 and a reduction of about 10.5 percent in the tax on that
portion of surtax net incomes in excess of that amount. Your com-
mittee’s bill Frovides a reduction of 20 percent in the tax on the first
$79,728.40 of surtax net income, a reduction of 15 percent in the tax
on surtax net incomes between $79,728.40 and $302,395.61, and a
reduction of about 10,6 percent in the tax on surtax net income in
excess of $302,395.60,

H. R. 1 as it passed tho House made the sams provision for the
calendar ycar 1947 as for 1948 and subseﬁuenb years. The bill as
amended by your committee provides reductions in 1947 of about
one-half those applying to subsequent years.

6. An additional exemption for individuals 66 years of age or over

An additional exemption of $500 is granted to individuals who have
attained the age of 656 by the end of the taxable year. This feature
of the bill is cffective January 1, 1947, Your committee’s bill allows
the exemption to both a husband and a wife who have attained the age
of 65 irrespective of the amount of the gross income received b
either spouse. The House bill would have denied the exemption wit
respect to a spouse whose gross income was less than $500. Your
committee’s bill also differs from the House measure in that it does
not include a provision which would have offset against the new $500
exemption the first $500 received on the account of certain pensions,
annuities,”! or officers’ retirement pay excluded in full from taxable
income under existing law. ‘

VII. SraristicaL Data SHowing Tax Burpeng, SPENDABLE INCOME
Arrer Tax, anp Tax Lianiuity By INcoMi CrLasses UNDER PRES-
ENT Law, House BiLr aAnp CommiTTeE BILL

Table IX shows for various net-inaome lovels (after deductions but
before exemptions), the amount of tax payable under present law,
under the House bili, and undor your committee’s bill; and the amount
and the percontage of the reduction and the effective (or average
over-all) rates undor the House bill and your committee’s bill,  For
each of the above types of information the effects of your committee’s
bill in the calendar years 1047 and 1948 and subsequent calendar
years are shown separately., Part A of table IX relates to a single
person with no dependents; part B, to a married person with no
dependents: and part C, to & married person with two dependents,

Sinece ind lvidua]ls of age 65 and over receive not only the rate reduc-
tions but also an additional $500 exemption, their tax burden cannot
be derived from table IX, Table X shows for such persohis the same
type of information shown in table IX for persons under age 65.
Again, part A relates to a single person with no dependents, part B
to & married couple both over 65 but having no dependents; and part
C to a married couple both over 65 and having two dependents.

Table XI shows the amount of spendable income remaining after
tax and the percent such income is of net ‘ncome (after deductions
but before exemptions). This is given for present law, the House

W Buch as those pald under the Rallroad Retirement Act, or the Old Age and Burvivors {psuranoce Bystem
of the Boolal Becurity Aoct,



INDIVIDUAL INCOME TAX REDUCTION ACT OF 1047 | 21

bill, and your committee’s bill in both 1947 and 1948. Part A pre-
sents this information for a sinﬁle person with no dependents, and
part B, for a married person with no dependents.

Table XII shows the estimated distributions among various income
classes of taxable returns; net income; tax liability under present law,
the House bill, and your committee’s bill; and the decrease in tax
liability under the House bill and your committee’s bill. Since your
committee’s bill grants in the calendar year 1947 only half the reduc-
tion in tax provided for 1948 and subsequent calendar years, it is
necessary to have two separate distributions of the above information.,
Part A shows the above information for the year in which the half
reduction is effective, and part B, for the years in which the full reduc-
tionis effective. An assumed level of income payments of $170 billion
is used for both parts to make comparisons possible although estimates
of income payments for the periods involved differ somewhat.



TasLr IX-A . —Comparison of individual income taz under present law, House bill, and Finance Commitiee bill
SINGLE PERSON—NO DEPENDENTS’

Amount of tax Amount of tax reduction Percent tax reduction Effective rates
Finance Committee Finance Committee Finance Com-

.\’etineomm bill bill mittee bill mittee bill
tlon Present law | House bill For 1048 House bill For 1948 o por | F51988 | iaw Y B . 'Por 1948
For 1947 ‘,'égu’e‘_’m For 1947 | So0vent 1947 | sequent 1947 m%

years Years years . yeans
Percent Pacglt Percent | Percext | Percent | Percent| Percent
b 1 TN R R I SN S -

$600 . $19.00 $13.30 $16.15 $13.30 $5.70 $2 85 $5.70 ]| 30.00 | 1500 30.00 £ 8 ¥4 2 20 22
[ 711 | . 33.00 26 60 3230 28. 60 11. 40 s 1L40¢ 30.00{ 1500 30.00 543 1.9 461 .80
E 75 | S 47.50 B.25 40.37 B3 1425 7.13 435} 3000} 1500 3. 00 .38 48 538 44
57.00 30.90 48.45 39.90 17.10 8.55 1710 | 30.00 | 15.00 0.0} 712 49| 608 4.9
76.00 3.20 64.60 8.2 2.8 1. 40 2801 30.00; 1500 0. 00 4 38901 7.18 &9
95 00 66. 50 80.75 06. 50 8.5 1425 28501 30.00{ 1500 30.00 %50 [ € 41 8.08 665
133. 00 93 10 1n3.es 3 10 36.90 19.85 39.00 | 30.004{ 15.00 30.60] 1.08 .78 942 7.7
190. 00 133. 00 161 S0 133. 00 57.00 28. 50 57.00 } 30.00| 1500 30.00 | 1267 887 W7 8.87
200. 00 153.00 18L. 50 153.00 56.00 27.50 56.00| 26.79| 1316 2.79] 1306 9.5 11L.M 9.56
28 00 173.00 2150 173. 00 55.00 26. 50 55.00 | 2412! 1162 H12| 34| 1018 '1.85}’ 10.18
247.00 193. 00 2150 193. 00 54. 00 25.50 5400 | 21.861} ‘10.32 21.86| 1372] 10.72] 123 10.72
266. 00 212 8¢ 330. 40 212 80 8.2 26. 60 B2 2.00} 10.00 20.00] 1400| 1L30] 1260 1.2
285.00 228 00 25650 228.00 57.00 28.50 57.00 | 20.00{ 10.00 20,00 1425) 1L40] 1283 1L 4
380.00 304. 00 342 00 304.00 76.00 38.00 76.00] 20.00 10.00 20.00] 1520 1216} 1368 1216
484 50 387.60 436.05 337.60 96. 90 48.45 96.90 { 20.00 | 10.00 2.00 | 1615 | 1292] 1454 1292
69350 554.90 62415 554. 80 138.70 00.35 B8 | 20.00 10.00 20.00| 1734 13.87] 158 13.87
921.50 ke i} 829.35 B2 184.30 92.15 18430 | 20.00 | 10.00 2000 1843 1474] 1650 14.74
1.168.50 934 80 1,051. 65 934. 80 3.7 116.85 2370 20.00 | 10.00 2.00( 19.47| 1538 17.583 15.58
1.434. 50 1, 147. 60 1,201.05 1, 147. 60 286.90 143.43 286.90 | 20.00 { 10.00 2.00| 20.49] 16.39] 1844 16.39
1.719.50 1,375.60 1,547.55 1,375.60 343.90 17195 343.90 { 20.00 ] 10.00 20.00] 21491 17220 19.3¢ 17.20
2,08.50 1,618.80 1,821.13 1,618. %0 404.70 22.35 404.70 | 20.00 | 10.00 .00 2248 17.90] 0.4 17.99
2,346. 50 1,877.20 2,111 85 1,877.20 46030 234 65 469.30 | 20.00 ] 10.00 20,00 ] 23.47| 1877) 2112 1877
2,688.50 2, 150. 80 2,419.65 2,150. 80 837.70 268. 85 837.70 | 20.00 10.00 2.00] 2644 | 19.55} 2200 19.5%
$12000. .. 3,049.50 2,439. 60 2,744. 55 2,439. 60 609.90 304.95 609.90 | 20.00' 10.00 20 sal‘ns! as 2.3
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$61.000_ oo
$70.000. e
$R5,900. - oeoee e
$90.000, oo

3.434.25
3, 842.75
4.270.25
6,645.25
9.362.25
12.261. 30
18.425.25
25.137.00
32.247.75
39, 643. 50
47.3%4.25
55, 290. 00
63.540.75
105, 806. 25
148, 551. 50
191.771..75
234.996.75
321,446.73
407, 896.75
624.021.75
840, 146. 75
1,704, 646.75
4, 275. 000. 00

274540
3.074.20
3.416.20
5,316.20
7.459.80
9.811.60
14,740.20
20, 108. 60
25,798-20
31.714.80
37,859.40
44,232.00
50, 832. 60
84,645.00
118, 841. 20
153, 417.40
187, 997.40
265, 110. 25
342, 480. 25
535, 835. 25
729,210.25
1,502, 710. 28
3,823,210.25

3.000.83
3.458.48
3.843.23
5,9%0.73
8.426.03
11.55%.05
16.582.73
22,623.30
29.022. 98
35,679.15

42,501.83
49,966.00

57, 608.80
96, 760. 00
136, 355. 60
176.391.20
216, 431. 20
298, 278. 5¢
380, 178. 50
584, 928. 50
789, 678. 50
1, 608, 678. 50
4. 050. 000. 00

2,747.40
3.014.2
3.416. 20
5.315.20
7.480. 80
9.%11.60
14.740. 20
20, 109. 60
25,738. 20
31,714.%0
37.859. 40
44,621. 30
51, 634. 64
87, 560. 31
123,593. 78
160, £30. 99
197,372 24
274,610.25
351, 960. 25
545, 235. 25

738,710.25

1.512,210.25
3. 825, 000. 00

686. 55
768. 55
81.05
1,329.05
1.872.45
2.452.50
3, 685. 05
5,027. 40
6. 44055
7.928.70
9,464.85
11, 058. 00
12.708.15
21,161.25
29.710.30
46,999.35
56, 336. 50
65. 436. 50
§8,186. 0
110. 936. 30
201, 936. 30
451,780.75

34342
.27
427.02
664. 52
936. 22
1,226.45
1,842 52
2,513.7¢
3.24.77
3,964.35

473242 |

5,324.00
5,931.95
9.046.25
12.i65.90
15,380. 55
18,565.55
T23. 16525
27.718.25
39,093.25
30, 468, 25
95.958.25
225, 0. 00

686. &5
768.55
854.05
1.329.05
1.872.45
2,.452.90
3. 685.05
5,027.40
6, 449. 55
7,928.70
9,464.85
10, 668. 50
11,905. 11
18,245. 04
24,657.72
31, 140. 76
37,624. 51
46,833. 50
55, 936. 50
78. 686. 50
101, 435. 50
192,438.50
450. 000. 00

20. 0
20.00
20.00
20.00
20.00

2.00
20. 00

20.00
20.00
20.00

20.00
2.00
20.00
2.00
17.83
16.04

413!

13.20
11.85
10.57

0. 00
10.00
10.00
10. (0
10.€0
10. 00
19.00
10.€0
10.60
10.00
10.00

9.63

9.34

8.21
8.02

7.9,
a0

6.80
6.23
6.01
5.63
3.26

20.00
20.00
20.00
20.00
20.00
20.00
20.00
.00
20.00
2.00
2.00
19.30
18.74
17.24
16. 60
16.24
16.01
14.57
13.71
12.61
12.07
1L.2%
10.53

26. 42
2045
28.47
B.
37.45
40. 88
46. 06
0.
53.75
56. 63
59.16
6143
6. 54
70.54
74.28
76.71
3.3
.36
§1.58
£3.20
81.01
8.23
85. 50

L3
21.96
277
26.58
20.96
2N
36.83
40.22
43.00
45.31
47.32
49.15
50.83
56.43
50. 42
61.37

66.28
68.49
714
72.92
7514

76.40 :

P %
24.70
25.62
29.90

3.70 )

38.79
41. 46
45.25
48.37

3.4
55.52
57.61
64. 51
68.18
70. 56
214
74.57
76.04
77.99
8.6
80.43
8100

21.13
21.96
2.7

Source: Stafl of the Joint Comimittee or Internal Revenue Taxation.
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TasLE I1X-B.—Comparison of individual income taz under present law, House bill, and Finance Commillee bill
MARRIED PERSON—NO DEPENDENTS

Amount of tax Amount of tax reduction Percent tax reduction Effective rates
,
Finance Committee Finance Committee Finance Com- Finance Com-
Net income before ! bill bill mittee bill mittee bill
personsl exemp- | ——
ton Present law | Housebill | = For 1948 House bill For 1948 o For 1965 | law | S For 1048
Forion | Sdsub For 17 | 20d 00 K | nd st Kgp | mdy
years years years years

Percent | Percent| Percent | Percent | Percent Perzent i Pereent
$38. 00 $26. 60 2.30 $26. 60 $11. 40 $5. 7 $11.40 | 30.00 | 1500 30.00 3.17 222 2.69 22
95. 00 66. 50 80.7 66. 50 28. 50 14.25 23.50 | 30.00 | 15.00 30. 00 6.33 4.43 5.38 4.43
152. 00 1006. 40 129. 20 106. 40 45. 60 22.80 45.60 | 30.00 | 15.00 30.00 8. 44 5881 7.18 591
190. 00 133. 00 161. 50 133.00 7.00 23.50 §7.00 § 30.00 | 1500 , 30.00 9.50 6.65 8.08 6.65
209. 00 153.00 181. 50 153. 00 56. 00 27.50 56.00 | 26.79 | 13.16 26.79 9. 95 7.2 8. 64 7.29
225. 00 173.00 201. 50 173.00 55. 00 26. 50 55.00 | 2412 | 11.62 24.12 | 10.36 7.86 9.16 7.86
247,00 193. 00 215 193. 0 54.0U 25.50 54.00 | 21.86 10.32 21 86 10.74 8.39 9.63 8.39
266. 00 212. 50 23940 212 80 53.20 26.60 53.20 1 20.00 10.00 20.60 11. 08 8.87 9.98 8.87
235. 00 2238, 00 256. 50 .00 57.00 28. 50 E 57.00 | 20.00 | 10.00 2.00 11.40 9121 10.26 9.12
330. 00 304. 00 34200 304. 00 76.00 38.00 ; 73.00 | 20.00 | 10.00 20.00 | 1267 | 1}0.13§ 11.40 10.13
589.00 47120 530. 10 471.20 117,80 58. 90 E 117.80 | 20.00 10.00 20.09 14.72 | 11.78 | 13.25 11.78
795. 00 638. 40 718.20 633. 40 159. 60 79.80 ; 159.60 | 20.00 | 10.00 2.00f 159 | 1277 | 14.36 1277
1,045.00 835. 00 $10. 50 $35.00 209.00 10450, 200.00| 20.00| 10.00| 20.00| 17.42| 13.93| 1568 13.93
1.292.60 1,033. 60 1,162. %0 1,033. 60 258. 40 129.20 i 268.40 | 20.00 | 10.00 20.00 |, 18.46} 1477 ! 16.61 477
1. 577.00 1. 261. 60 1.419.30 1, 261. 6o 315.40 157.70 l 315.40 | 20.00 | 10.00 0.0 1971 1577} 17.74 1577
1, 862. 00 1. 439. 60 1.675.80 1. 483. 60 37240 186.20 , 372.40 | 20.00 [ 10.00 20.00 | 2.68§ 16.55 ! 18.62 16. 55
2.185.00 1,745, 00 ¢ 1, 966. 30 1,743. 0 437.00 218.50 i 437.00 | 20.00 10. 00 20.00 | 21.85| 17.48 | 19.67 17.48
2, 508. 60 2006.40] 2,257.20 2. 006. 40 501. 60 i 250.80 | 501.60 | 20.00 | 10.00 ! 20.00 ! 2280 | 18324 2.8 18.24
2,369. 00 2,205.20 | 2,582, 10 2,295.20 53.80 | 286. 90 ! 573.80 | 20.00 10. 00 ! 20.00; 23.91 | 19.13 | 2152 19.13
3.230.00 2, 584. 00 2, 907. 00 2, 584. U0 616. 00 ; 323.00 ' 646.00 | 2.00 | 10.00 .00, 24.85 | 19.88 | 22.36 19. 88
3.6338. 50 2.910. 80 3, 274.65 2.910.80 72.50 363.85 i T27.70 0 20,001 10.0C 2.00 | 2599 T 20.79 | V.38 20.79
4.047.00 3,237 60 3, 642.30 3. 237. 60 i 50940 ‘ 404.70 ; 809.40 ¢ 20.00 10.00 - .00 ; 25.98 x 21.58 | A2 2138
6, 393. 50 5,114.30 ' 575418 5,114.80 ¢ L2B.70 | 639.35 ' 1,273.70 | 20.00 10. 00 | 20.00 ; 3197 ; 20.57 | BW.7T7 25.57
9, 052. 00 | 8.173.80 7.265.60 | 1,516.40 ! 908.20 1 1,816.40 i 20.00 10.00 : W00 36.33] 2906 3270 29.06

7.265.60 ¢

¥e
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11, 970.00
18, 097. 50
24.795.00
31.891. 50
39,273.00
46, 939. 50
54, 891.00
63,127. 30
105, 383. 6
148, 124.00
191, 339. 50
234, 564. 50
321,014.50
407, 464. 50
623, 589. 50
839, 714. 5¢
$2,000,000 - oo 1, 704, 214. 50
$5,000,000. oo 4. 2735, 000. 00

9, 576.00
14,478.00

19, 836. 00
25,513.20

31, 418. 40

37, 551. 60
43,912.80

50, 502.00
84, 306. 80
118, 499. 20
153, 671. 60
187, 651. 60
264, 723. 50
342,073. 50
535, 448. 50
728.823.50

1, 502, 323. 50
3.822.823. 50

10,773.00
16,287.75
22,315. 50
28,702.35
35.345. 70
42,245.55
49, 596. 40
57, 226.00
96, 368. 40
135, 850. 60
175, 990. 80
216. 030. 80
2097, 869. 00
379, 769.00
584, 519.00
789, 269. 00
1, 608, 269. 00
4, 050, 000. 0¢

9, 576. 00
14,478.00
19, 836.00
25, 513.20
31,418.40
37, 551. 60
44,282.35
51,283.38
87, 200. 98

123, 530.40
160, 263. 58
197, 004. 83
274,223. 50
351, 573. 50
544, 948. 50
738,323.50
1. 511, 823. 50
3, 825, 000. 00

2,3M.0
3, 619. 50
4, 959.00
6,378.30
7,854.60
9,387.90
10,978. 20
12, 625. 50
21,076.70
29,624.80
38, 267. 90
46,912. 90
56, 291. 00
65, 391.00
88, 141.00
110, 891. 00
201, 891.00
452, 176. 50

1.197.00
1.809.75
2,479.50
3,180.15
3,927.30
4,693.95
5,294.60
5,901. 50
9,015.10

12,164 40
15, 348. 70
18, 533. 70
23, 145.50
27, 695. 50
39, 670. 50
50, 445. 50
95, 945.00
225, 000. 00

2,304.00
3,618. 50
4,959.00
6,378.30
7,854.60
9, 387.90
10, 608. 65
11,844. 12
18,182. 52
24, 593. 60
31,075.92
37, 559.67
46, 791. 00
55, 891. 00
78, 641. 00
101,391.00
192, 391. 00
450, 000. 00

20.00
20.00
20.00
20.00
20.00
20.00
20.00
20.00
20.00
20. 00
20. 00
20.00
17.5¢
16.05
14.13
13.21
11.85
10.58

10.00 i
10.00 |
10. 00
10.00
10.00
10.00
9.65
9.35
8.55
8.21
8.02
7.90
.21
6.80
6.27
6.01
56
8.26

20.00
20.00
20.00
20.00
20.00

19.33
18.76
17.25
16. 60
16.24
16.01
14.38
13.72
12.61
12.07
1n.x
10.53

39.90

498.59
53.1%
56.10

60. 99
63.13
70.26
74.08
76.54
.19
80.25
81.40
83.15
83.97
8521
85. 50

31.92

39.67
42.52

46.94
48.79
50. 50
56.20
5.25
6L.23
6255
66.18
63.41
7L39
72.88

78.46

3.9

4.63
47.8¢
50. 49
52.81

55,11

51.23
64. 25
67.98
70. 40
72.01
74.47
75.95
7N
%<
80.41
81.00

7559
76. 50

Source: Staff of the Joint Committee on Internal Revenue Taxation.
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TasLe IX-C. Comparison of individual income tax under present law, House bill, and Finance Commitice bill
MARRIED PERSON—TWO DEPENDENTS

Amount of tax Amount of tax reduction Percent tax reduction Effective rates
’ Finance Committee Finance Committe Finance Com- Finanoe Com-
Net hwmm;l_e bih bill mittee bill mittee bill

Present law | House bill For 148 House bill For 1949 House py |Forem Present| House e |7 m&‘
For1647 | ?&féin ‘ For 147 g:g;:nt 1947 | sequent 1947 |'sequent

years , years years years

Pescont | Percent| Percent | Percent | Percent| Percent| Percent

. M .’

$95.00 $66. 50 $80.75 $66. 50 $28.50 $14.25 $28.50 | 30.00| 15.00 30.00 3% 2.68 b %<3 2.68
190. 00 133.00 161. 50 133. 00 57.00 2.5 57.06 | 30.00 | 15.00 .00 6.33 40 5.38 44
209. 00 153.0¢ 181.50 153.00 56.00 27.50 56.00 | 26.79 | 13.16 28.79 674 4.9 5.85 4.9
.00 173.00 201. 50 173.00 85.00 26. 50 55.00 | 2412 | 1L62 24.12 7.13 5.41 6.3 541
247.00 143. 00 221,50 193. 00 54,00 25.50 5100 | 21.8 | 10.32 21.86 7.48 5.85 en 5.85
266. 00 212 80 239.40 212.80 53.20 26.60 53.20 | 20.00| 10.00 20.00 7821 62 7.04 6.28
235. 00 28.00 256. 50 228.00 57.00 28. 50 57200 | 2.00] 10.00 20.00 814 6.51 7.33 6.51
350. 00 34, 00 342.00 304. 00 76.00 38.00. 76.00 | 20.00 | 10.00 20.00 9.50 7.60 8.55 7.60
S589. 00 471.20 530.10 471.20 117.80 58.90 11780 | 20.00 | 10.00 2.00{ 11.78 9.421 10.60 9.42
.798.00 638 40 718.20 63S. 40 159. 60 79.80 159.60 | 20.00 | 10.00 2.00| 1330 10.64§ 1197 10.64
1,045.00 836. 00 940. 50 836. 00 209. 00 104. 50 20.00 | 20.00] 10.00 20.00{ 14.93] 1L94] 13.44 1194
1,292 00 1,033.60 1,162. 30 1,933.60 25840 120.20 258.40 | 20.00 10.00 moo 16.15 | 1202 | 1454 12.92
1,577.00 1,261. 60 1,419.30 1,261.60 315.40 157.70 315.40 | 20.00 | 10.00 2.00] 17527 1402} 1577 14.02
1,862.00 1, 489. 60 1,675. 80 1,489. 60 372.40 186.20 37240 | 20.00 | 10.00 200} 1862} 1490 | 18.78 14.90
2,185.00 1,748.00 1. 956. 50 1.748.00 437.00 21£.50 437.00 | 20.00 | 10.00 2.00| 19.88| 15.80| 17.88 15.99
2, 508.00 2,006.40 2.257.29 2.006. 40 501. 60 250. 80 501.60 { 20.00 { 10.00 20.00] 2.9t 1672 1881 16.72
2, 869. 00 2.295.20 2,582.10 2,295.20 573.80 286. 90 573.80 ; 20.00 ] 10.00 20.00 | 2207} 17.66 | 19.86 17.68
3,230.00 2,584.00 2,907.00 2,584.00 646.00 323.00 646.00 | 20.00 | 10.00 2.00{ 2307} 1846 20.78 18 46
3,638.50 2,910.80 3,274.65 2,910.80 2.7 363.85 727.70 ] 20.00 | 10.00 2.00| 2426 19.41| 21.83 9.4
5, 890. 00 4,712.00 35,301. 00 4,712.00 1,178.00 589. 00 L,178.00 { 20.06 | 10.00 20.00 20.45| 23.56 | 28.51 2.5
8,521. 50 6.817.20 7,669.33 6,817.20 1,704.30 852.15 1,704.30 ¢ 20.0C | 10.00 20,00 34.00| 27.27 | .68 nu
11,381.00 9. 104.80 10,242. 90 9,104.80 2,276.20 1,138.10 2.276.20{ 20.00 | 10.00 2000 37.94 | 30.35| 414 30.35
17,442.00 13,953. 60 15,697.80 13, 953. 60 3,488.40 1,744.20 3,488.40 | 20.00 | 10.00 20.00] 43.60{ 34.88| 39.2 34.88
24,111.00 18, 288. 80 21.699. 90 19, 288. 80 4,82 % 2,411.10 4820 20.00 ¢ 10.00 2.00° 4822 w38 ! 4340 38 5%

9¢
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$80,000. e e oeeeam
$90,000 - o eeeoaem

$400,000. - . ...
$500,000- ... .-
$750,000. .. ccocaeenn
$1,000,000. . . ..... -

$5,000,000. ...

31,179.00
38, 532,00
46,170.00
54,093.00
62,301.00

104, 538. 00
147, 269. 00
190, 475.00
233, 700.00
320, 150.00
408, 600.00
622,725.00
838, 850. 00

1,703, 350.00

4,275,000.00

U, 943.20
30,825.60
36, 936.00
43,274.40
49,340.80
83, 630. 40

117,815.50
152, 380. 00
186, 960.00
263, 950. 00
341,300.00
534, 675.00
728, 050. 00
1, 501, 550.00
3,822, 050.00

28,061.10
34, 678.80
41,553.00
48,857.20
56, 460. 40
95, 585. 20
135, 167. 60
175, 190.00
215, 230. 00
297, 050. 00
378,950.00
583, 700. 00
788,450. 00
1, 607, 450. 00
4, 050, 000. 00

24,943.20
30, 825. 60
36, 936.00
43, 604.05
50, 580. 85
86, 482.30
122, 803. 65
159,528.75
196, 270.00
273, 450. 00
350, 800. 00
544,175.00
737, 550.00
1, 511, 050.00
3, 825, 000.00

6,235.80
7,706.40
9, 234.00
10, 818.60
12, 460. 20
20, 907. 60
29, 453.80
38,095.60
46, 740.00
56, 200. 00
65, 300. 00
88, 030. 00
110, 800. 00
201, 800. 00
452,950.00

3,117.90
3,853.20
4,617.00
5,235.80
5,840.60
8,952 80
12,101 40
15,285.00
18, 470.00
23,195.00
27, 650. 00
39, 025. 00
51,264. 50
95, 900 00
225, 000.00

6,235.80
7,705. 40
9,234.00
10,488.96
11,720.15
18.055. 70
24,465.35
30,946. 25
37.430.00
46, 700. 00
55, 800. 00
78, 550. 00
101, 300. 00
192, 300. 00
450, 000. 00

20.00
20.00
20.00

20.00
20.00
20.00
2.0
.00

7.55
16.06
14.14
13.21
11.85
10.60

10.00
10.00
10.00

9.37
8.5
822
8.02
7.90

-
.

6.80
6.z
6.10
563

.00
20.00
20.00
19.39
18.81
1.z
16.61
16.25
16.02
14.50
13.72
1261
1207
1.2
0.5

41.%7

_48.17

Source: Staff of the Joint Committee on Internal Revenue Taxation.
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TasLe X-A. Comparison of itndividual income lax under present law, under the House biil, and Finance Commiltee bill for persons 65 years

of age and over
SINGLE PERSON—XNO0 DEPENDENTS

, ' Amount of tax i Amount of tax reduction Percent tax reduction Effective rates
) i i ! Finance Commitiee ! Finance Committee Finance Com- Finance Com-
Net mcglmee\. :ggfc | bil! ! bill mittee bill mittee bill
personal e S , ,, o
Hon Preseutlaw - House bil! | Forisss | Housebills | Forios | b | For19is | taw | BAI° For 1948
H ! N - ds - R 8
; P Forwesr 1 WATY i For 1947 | Soont 1995 | Seduens 19 | sequent
; ! | ; years ! P yecars years years
- — - — ! : ———
; ! g | § i Percent | Percent | Percent | Percent | Percent | Percent| Percent
$.09 F I e $19.00 $19.00 $19.00 [$100.00 1$100.00 | $100.00 | $3.17 |||
S8.00 Caiieiiennn. S s 33.00 35.00 38.00 | 100.00 | 100.00 | 100.00 | 5.43 | iocoeifocecenac)eeaaas .-
47. %0 470 47.50 7. 50 [ 100.00 ! 100.00 100. 0¢ 6.33
5T.00 ... S SN 57.00 | 57.00 $7.00 | 100.00 | 100.00 | 100.00 | 7.13 | .-
.00 ... S S 76. 00 ‘ 76.00 76.00 ! 100.00 | 100.00 100. 00 A~ N PO U AN
9300 . S S 95.00 95.00 95.00 | 100.00 | 100.00 | 100.00 | 9.50 || ... foo.o___.
133. 00 E 6. 60 f 5L $26. 60 106. 40 100.70 106. 40 80.00 | 75.71 80. 00 11.08 | $2.22 | $2.69 $2.22
LR 00 ; 6. 50 80.7 66, 50 123.30 109. 25 123.50 | 65.00 | 57.50 65.00 ;| 12.67 4.43 5.38 4.43
106. 40 129.20 106. 40 140. 60 117.80 140.60 | 56.92 | 47.69 56.92] 13.72 5.9 7.18 5.91
133.00 161. 50 133.00 152.00 123.50 15200 | 53.337 43.33 53.331 14.25 6.65 8.08 6.65
! 223. 00 256, 50 22800 152.00 123. 50 152.00 | 40.00 | 32.5% 40.00 | 1520 912 10.26 9.12
X : 304. 00 342.00 304.00 180. 50 142. 50 180.50 | 37.25 | 29.41 37.25 | 16.15| 10.13 | 11.40 10.13
B3, ' 471,20 ¢ 530.10 47120 222.30 163.40 222,300 32.05| 23.56 32.05| 17.34| 11.781 13.25 11.78
w250 | £33.40 | T18.20 | 638. 40 283. 10 203.30 283.10 | 30.72| 22.06. 30.72! 18.43| 12.77| 14.36 12.77
i.168.50 36,00 ¢ 940. 50 i 336. 00 332. 50 228.00 332.50 | 28.46| 19.51 28.46 | 19.48 | 13.93| 15.68 13.93
L3450 ; 14933, 60 1. 162. 80 . 1.033. 60 400,90 | 27170 400.90 | 27.95{ 18.%4 27.95| 20.49| 14.77| 16.61 14.77
1.719.50 , 1251, 60 i 1.419.30 ! 1. 261. 60 457.90 ' 300. 20 45790 ¢ 26.63 | 17.46 26.63] 21,49} 15.77| 17.74 18.77
2.023.50 ‘ 1, 489, 60 i 1,675.80 1 1. 489. 60 333.90 | 347, 7 533.80 | 26.38§ 17.18 26.38 ] 22.48| 16.55} 18.62 16. 55
2,316. 30 ﬁ 1L748.00 | 1, 966. 0 1.748.00 598. 50 380. 00 598.50 | 25.51 | 16.19 25.51 | 23.47 | 17.48§ 19.67 17.48
2. 688, 50 5 2.006.40 | 2257.2 2, 006. 40 682. 10 431.30 682.10 | 25.37 ] 16.04 25.37] 4.44} 1824 20.52 18.24
3,049. 50 l 2,295.20 l 2.582. 10 2,295.20 4 467.40 754.30 | 24.74| 15.33 24.74 | 25.41 10.13] 21.52 19.13
3,434.25 | 2,584.00 ‘ 2,907.00 | 2,584.00 30. 25 527.25 850.25 | 24.76 | 15.35 2476 26.42; 19.88¢ 22.38 19.88
3,842.75 ' 2,910.80 3,274.65 | 2.910. 80 $31.95 568. 10 931.95 1 24.251 14.78 U251 27451 0.7 8.3 2.7

8¢
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g 108 '1-08 "siday '8

L]

$750.000. ...

$1,090,000__coeeeo

$2,060.000_ ____.._..

4,270.25

47.324.25
55, 290, (0
63, 530. 75
105, 306. 25
148, 351. 50
191,771.75
234, 09675
321, 446.75
407, 896,75
624,02).75
840, 146.75
1,704, 646.75
4,275, 000. 00

3,287 60
5. 1180
75,60
@, 575,00

14,47R.60
19, 535. 00
25,514..0
31,414, 40
37. 551, 60
43,912.80
50, 502. 00
81, 6. 80
118, 499.20
153,071.60
187.651.60
204, 723.50
342,073.50
535, 44S. 5}
728, 823. 50

1, 502,323.50

3,822,823.50

3,042.20

5, 70015

8 173.80
10, 773. 00
16,287. 75
22,315.50
28,702.25
35,345,570
42,245.55
49, 596. 40
57, 226.00

¢ 96,368.40

135, 959. 60
175, 990. 80
216, 030. 80
207, 869. 00
379, 769.00
584, 519. 00
789, 269. 00
1,108, 269. 00
4, 650, 000. 00

3. 237,60
5.114.:0
7. 265,60
8, H76. 60
14,478.00
19,134,490
25,5200
31, 413. 40
37,551, 60
44, 282.35
51, 283.38
§7,200.98
123, 530. 40
160, 263. 58
197, 004. 83
274, 223.70
351, 5¢3. 50
549, 48, 50
73%,323. 50
1511, 823,50
3, 825, 000. 00

1, 032.65

1, 550. 45
2,056, 65
2, 688, 50
3.947.25
5,301.00
6, 73103
8,225.19
9,772.65
11,377. 20
13,008.75
21, 499. 45
30,052, 30
38,700.15
47,345.15
6H,728.25
65. 523,25
88, 573.25
111,333.25
202,323.25
4352,176. 50

627.95
£91.10
1,188.45
1,491. 50
2,137.50
2,821.50
3,544, 90
4,277.80
5.008.70
5,603.C0
%,314.75
9, 437.85
12, 591. 90
15,780.75
1R, 065. 85
I3, 877,75
WI2055
39, 502.75
0,877.75
06,377.75
225, 000. 00

1,032.65
1,530.45
2,036.65
2, 658. 50
3,047.25
5,301. 00
6,734.05
8,225.10
9,772.65
11,007.65
12,257.37
18, 605.27
25,021.10
31,508.17
37,991.02
47,223, 25
56,323.25
79,073.25
101,823.25
192,823.25
450, 600. 00

24.18
23.03
22.39
21.92
21.42
21.09
.88
2.75
2.65
20. 58
.52
20.32
2.23
2).18
20.15
17.65
16.14
14.19
13.25
1187
10.58

24.18
23.03
22.39
21.92
21. 42
21.09
2.88
2.75
20.65
19.91
19.20
17.58
16.84
16.43
16.17
14.69
13.81
12.67
1212
11.31
10.53

28.47

37.45
40.88
46.06
50.27
53.75
56.63
59.16
61.43

70. 54
74.28
76.71
78.33
80.36
81.58
83.20
84.01
85.23
85.50

2158
25.57
20.06
31.92

39.67
42.52
44.88
46.94
48.79
50. 50

50.25
61.23
62.55
66.18
63, 41
71.39
72.88
75.12
76. 46

.28
28.77
32.70
35.91
40.72
44.63
47.84
50.49
52.81

55.11

5.2
64.25
67.98
70.40
72.01
74.47
75.96
77.94
78.93
80. 41
81.00

Source: Stafl of the Joint Committee on Internal Revenue Taxation.
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TasLE X-B

J

years of age and over

MARRIED PERSONS (BOTH OVER 65—N0 DEPENDENTS

—-Companson of individual income tax under present law and under the House bill and Finance Commzttee bill for persons 65

Amount ol tax

|

Amount of tax reduction

Percent tax reduction

Elective rates

i i Finance Committee Finance Committee Finance Com- Finance Com-
Net income before | ] bill mittee bill mittee bill
persr.rl;_al exump- ‘ e ——— e House : Present’ House
o s Peeseat taw  Huase bil For 1933 | House bil! For19ss | bl por | FOT108 | law “ bt For 1048

| f Forwon | QN Forioar | TS 1947 | Sequent 087 | Soquent

! , ‘ years . years years years

! Percen!  Percent| Percent | Percent | Percent . Percent| Percent
$1.000. ...  eccmcmeamelacemamcceemmee ccccccmmamccn cemacamemce s emamaccanan cmescmemcam{mmemneacamanleanaaana! PO SIS IV FSUUIUII PRI SN
SL200 oo 3R 00 1. $35.00 | 100.00 | 100.00 100. 00 3.17
$1.509. (o 935. 00 95.00 | 100.00 | 100.00 100. 00 [ < 20 PSR RSP R,
$1,800 ... 152.62 152.00 | 100.00 | 100.00 100. 00 8.4
$2,000 . 190. 00 190.00 | 100.00 | 100.00 100. 00 950 | aeea
$2,500 e eeee . 255,00 5 218.50 | 76.67 | 71.67 76.67 | 11.40 2.66 3.3 2.608
83,000 o aaaan 380. 00 33. .8 s 247.00 | 65.00 | 57.50 65.00 | 1267 1.4 5.338 4.43
$4,000 ____________ 589. 00 “304.00 342.00 304.00 285. 00 247. 20 285.00 | 48.39 | 41.H4 48.39 | 14.73 7.60 8.55 7.60
$5,000 .. 793.00 471.20 530. 10 471.20 326.80 267. 90 326.80 | 40.95| 33.57 40.95 | 15.96 9.421 10.60 9. 42
$6,000. oo 1,045.00 633.40 718.20 638. 40 406. 60 326. 80 405.60 | 38.91| 3L.27 38.91 17.42 | 10.64 ! 11.97 10.64
$7,000 o 1,292.00 835. 00 940. 50 836.00 456. 00 351. 50 456.00 | 33.28 | 27.21 35.20 | 18.46| 11.04 | 13. 44 1. 94
8,000, - 1,877.00 1.033.60 1,162.80 1,033. 60 543. 40 £14. 20 543.40 | 34.46 | 26.27 34.46! 1071 1292 14.54 12.92
$9,000 ... 1,862. 00 1,261.60 1,419.30 1,261.60 600. 40 42.70 600.40 | 32.24 ) 23.78 32.24 | 20.69 | 14.02 | 15.77 14.02
$10,000_ .. _____ 2,185.00 1,489.60 1,675.80 1,489.60 695. 40 509.20 695.40 | 31.83| 23.30 31.83 | 21.85| 14.90| 18.76 14.90
$11,000. oo 2, 508. 00 1,748.00 1, 966. 50 1,748.00 760.00 541. &0 760.00 | 30.30 | 21.59 30.30 { 22.80; 1588 | 17.88 15.89
$12,000. o eeeee- 2, 869. 00 2, 006. 40 2,257.20 2,006. 40 862. 60 611.80 862.60 | 30.07 | 21.32 30.07{ 23.91 | 16.72| 18.81 16.72
$13,000_ oot 3,230. 00 2,205.20 2, 582. 10 2, 205.20 934. 80 647.90 934.80 | 23.94} 20.06 28.94 | 24.85| 17. 19.86 17.66
$14,000 oo 3.638. 50 2, 584. 00 2,907.00 2,584. 00 1.054. %0 731. 50 1,054.50 | 28.98| 20.10 28.98 | 25.99| 18.46| 20.76 18.46
$15,000_ ... 4. 047. 00 2,910.80 3,274.65 2, 910. 80 1,136. 20 772.35 1,136.20 | 28.08 | 19.08 28.08 | 25.98| 19.41 ! 21.83 19.41
$20,000_ oo 6, 393. 50 4,712.00 5,301 00 4,712.00 1, 681. 50 1,092. 50 1.681.50 | 26.30 | 17.09 26.30 | 31.97| 23.56 ;| 26.51 23. 56
$25.000. ccmeeeeee 9, 082 00 6,817.20 7.662.35 6, 817. 20 2, 264. 80 1,412. 65 2,264.80 | 24.94 | 15.55 24.94 1 36.33| 27.27| 30.68 27.u
$30.000. oo 11,970.00 9, 104. 80 10, 232. 90 9, 104. 80 2,865 727.10 2,865.20 | 23.94 | 14.43 23.94: 39.90 | 30.35| 34.14 30. 35
$40,000 .. .. 18,097. 50 13, 953. 60 13, 637. 50 13, 853. 60 4, 143. 2,399.70 ;  4,143.90) 2290, 13.26 22.9) | 45.24 | 34.88) 39.24 34.88
$50,000. .. _..___.... 24, 795.00 19, 283.80 21, 694. 90 19, 238.80 5, S0 3,085. 10 5500.201 22211} 12.48 22.21 | 49.59 | 38.58 | 43.40 38.58
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31,891. 50 24, 943.20

39, 273. 00 30, 825. 60

46,939, 50 i 36.936. 00

54.801.00 |  43.274.40

63.127.50 |  49,840.80
105,383.50 | 83,030.40
148,124.00 | 117.815.20
191,330.50 ©  152,380.00
234,566.50 - 186, 960.00
321,014.50  263.950.00
407, 464.50

623,589.50 ; 534, 675.00
839.714.50 . 728,050.00
1,704, 214.50 | 1. 501, 550.00

341, 300. 00 i

¢
!
i
!
.
:
;
t
‘
;
!
i

}

!
{

28,061. 10 |
34,678.80 |
41,553.00 |
48,857.20 |
56, 460. 40 |
95,585.20 |
135,167.60 |
175,190.00
215,230.00 :
297,050.00 |
37%,950. 00 |
583, 700. 00

788, 450. 00 |

24,943.20
30, 825. 60
36, 936. 00

43,604.05

0, 580. 85

86, 482. 30
122, 803. 65
159, 528.75
196, 270. 00
273, 450. 00
350, 800. 00
544, 175. 00
737, 550. 00

11507, 450.00 , 1, 511, 050. 00

4.275,000.00 | 3,822,050.00 | 4.050,000.00 : 3.825,000.00

6, 948.30

8,447.40
10.003. 30
11, 616.60
13.286.70
2L753.10
30, 308.80
38,959. 50
47,604. 50
§7,064. 50
66, 164. 50
88, 914. 50
i 111, 664. 50
i 202,664. 50
452, 950.00

3,830. 40
4, 504,20
5, 386, 50
8,033.80
6,667.10 !
9.768.30
12,956. 40 |
16,149. 50 |
19, 334. 50
23, 964, 50
28, 514. 50
39, 889. 50
51, 261. 50
96, 704. 50
225, 000. 00

6,948.30 |

8,447. 40 |

10.003. 50 -
11, 286.95
12, 546.65
18, 901. 20
25,320.35
31,810.75
38, 264. 50
47, 564. 50
56, 664. 50
79, 414. 50
102, 164. 50
193. 164. 50
450, 000. 00

21.79
21.51
21.31
21.16
21.05
20. 64
20.46
20.36

17.78
16.24
14.26
13.30
11.89
10.60

12.01
1170
11.48
10.99
10. 56
9.30
8.75
3.4
8.24
.47
7.00
6.40
#.10

5.26

21.79

21.51

21.31

20. 56

19.88 |
17.94 |
17.09 |
16.63 |
16.33 |
14.82
13.91 |
1274,
1217 |
.33
10.53 |

53.15
56.10
58.67
60.99
63.13
70.26
74.08
76. 54
78.19
80.25
81. 49
83.15
8.97
85.21
85. 50

46.77
49. 54
51.94

56. 46
3.7

67.58
70.08
7.74

75.79
78.85

80.37
81.00

41.57
44.04
46.17
48.45
50.58
57.65
61. 40
43.81
83. 42

A8.36 °

70.18
72.58

75.55

76. 50

: Staff of the Joint Committee on Internal Revenue Taxation.
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Tasix X-C.—Comparison of individual income tax under present law, under the House bill, and Finance Commillee bill for persons 65 years

of age and over

MARRIED PERSONS (BOTH OVER 65—TWO DEPENDENTS

Amount oftax Amount of tax reduction Percent tax reduction Effective rates
Finance Committee Finance Committee Finance Com~ Finance Com-
Net income before bill bill mittee bill mittee bill

persongé ttixemp- _ « . { bouse e _

Present law | Housc bill F or 19 {,8. House bill For 1918 o . For mf_ gﬁ‘;” e . Foé 1948

For1947 | Goquent For 1947 | S0 0h 1947 | Seqnent 1947 | Sequent

years years years years
Percent | Percent | Percent | Percent| Percent
$95.00 foneecmenececeafoemmamanmcaaan 100. 00 3.80 - -|-

RLURL | I SN I 100. 00 (19 < 28 PO SRR S
380. 00 $133.00 $161. 50 65. 00 9. 50 3.33 4.04 3.33
589. 00 304. 00 342. 00 48.39 1 1178 6.08 6.84 6.08
798.00 471.20 £30. 10 40.95( 13.30 7.85 8.84 7.85
1, 045. 00 638. 40 718.20 38.91 1493 9.12 10. 28 9.12
1,292.00 |7 §36. 00 940. 50 35.20| 16.15} 10.45) 11.76 10. 45
1,577.00 1, 033. 60 1, 162. 80 34.46) 17.52| 11.48| 12,92 1L 48
1,862. 00 1, 261. 60 1,419.30 3224 18.62{ 1262 14.19 12.62
2,185.00 1, 489. 60 1,675. 80 31.83§ 19.86 | 13.54 15.23 13. 54
2, 508. 00 1,748.60 1, 966. 50 30.30| 20.90 ] 14.57| 16.39 14. 57
2, 869. 00 2, 006. 40 2,257.20 30,07 2.07] 1543 17.36 15. 43
3, 230. 00 2,295.20 2,582.10 X 28.94| 23.07| 18.39| 184 16.39
3,638.50 2 584.00 2.907.00 2,.584.00 1,054. 50 731.50 1,054.50 | 28.98} 20.10 28.98{ 24.26| 17.23| 19.38 17.28
5,890, 00 4,332 00 4,873.50 4,232,00 1, 558. 00 1, 016. 50 1,558.00 | 26.45] 17.26 26,451 20.45) 21.66 | 24.37 21. 66
8, 521. 50 6, 368. 8¢ 7,164. 90 6, 368.80 2,152.70 1, 356. 60 2,152.50 ] 25.26] 15.92|- 25.26| 34.09| 25.48| 28.66 25. 48
11, 381. 00 8. 633. 60 9,712, 80 8§, 633. 60 2.747. 80 1,668. 20 2,747.40| 2.14| 1466 2414} 37.94| 28.78] 3238 28.78
17,442.00 13, 459. 60 15, 142. 05 13, 429. 60 3.982. 40 2,290, 95 3,982.40 | 22.83} 13.19 2283 | 43.61] 33.65{ 37.86 33.65
24,111, 00 18, 741. 60 21,084 30 18, 741. 60 5, 360, 40 3,026.70 5,369.40 § 22.27| 1255 227 48.22] 37.48 ] 4217 37.48
31,179. 00 24,373.20 27,419.85 24,373.20 6.803 80 3,759.15 6,805.80 | 21.83 12,06 21.83| 51.97| 40.62[ 45.70 40.62
38, 532. 00 30, 232. 80 34,011, 90 30, 232.80 8, 299. 20 4,520.10 8,209.20 | 21.54 11.73 21.54 | 55.05| 43.19| 48.59 43.19
46, 170. 00 36, 320. 40 40, 860. 45 36,320. 40 9,849. 60 5,309. 55 9,849.60 1 21.33 11. 50 21.33{ 37.71| 45.40| 5108 45. 40
54, 093, 00 42, 636. 00 48, 118. 00 42,925.75 1 11,457, 00 5,975.00 1 11,167.25 | 21.18 | 11.05 2.64] 60.10] 47.37 53.46 410

(43
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$100,000... ... S, €2, 301. 00
$150.000. - oo 164, 538. 00
$200,000. - ooooo .. 147, 269. €0
$250,000_ o oeooo.- 180, 475. 00
$300,000_ ..o 233, 700. 00
$400,000_________.__ ©320,150.00
500,000 coeooeen 406, 600. 00
$50,000_ oo 622,725.00
$1,000,000_____.._..| 835850.00.
$2,000,000. _ .o ooee- 1, 703, 350. 00
$5,000,000. - - ceee.- 4, 275, 000. 00

49, 179. 60
82,954. 60
117, 131. 20
151, 688. 40
186, 268. 40
263, 176. 50
340, 526. 50
533, 801. 50
727,276.50

1, 500, 776. £0
3,821, 276. £0

55, 694. 80
94, £02. 00
134, 375. 60
174, 389. 20
14, 420. 20
263, 231. 00
378, 131. 00
582, 881. 00
787, 631. 00
1, €06, €31. 00
4, 050, 000. 00

49,878.33
85, 763. 63
122, 076. 90
158, 793.93
195, £35.18
272, 676. 50
350, 026. 50
543, 401. 50
736, 776. 50

1, 51¢, 276. 50
3, 825, 000. 00

13,121. 40

21, 584. 00

30, 137. 80
38, 786. 60
47,431.60
56, 973. 50
66, 073. 50
88,823. 50
111, 573. 50
202, 573. 50

6, 606. 20

9, 736. 00
12, §93. 40
16, 085. 80
19, 270.80
23, 919. 00
28, 469. 00
39,844.00
51, 219. 00
96, 719.00

453,723.50 | 225, 000. 00

12, 422. 67
18,774.37
25,192.10
31, 681. 07
38,164.82
47,473. 50
56, 573. 50
79,323. 50
102, 073. 50
193, 073. 50
450. 000. 00

21.06
20.65
20.46
20,36
20.30
17.80
16.25
14,26
13.30

‘1189
10.61

10. 60
9.31
8.75
8.45
8.25
7.47
7.00
6.40
6.11
5.68
5.26

18.94
17.96
17.11
16.63
16.33
14.83
13.91
12.74
12.17
11.33
10.53

62.30
69. 69
73.63
76.19
7.9

81.32
83.03
83.89
85.17
85. 50

48.18
55.30
58. 57
60. 68
62.09
65.79
68.11
7L19
72.73
75.04
76.43

55. 69
63.20
67.19
69.76
71.48
74.06
75.63
T2
78.76
80.33
8L.00

46.88
57.18
61.04
63. 52
65.18
68.17
70.01
72.45
73.68
75. 51
76. 50

Source: Staf! of the Joint Committee on Internal Revenue Taxation,
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34

INDIVIDUAL INCOME TAX REDUCTION ACT OF 1947

TaBLE XI-A.—Comparison of spendable income under present law, House bill, and
Finance Commiitee bill

SINGLE PERSONS--NO DEPENDENTS

. Percent of spendable income
8pendable income after tax after tax to net income before
personal exemption
Finance Com-
bel;?r:s lgeo;r::a‘ Finance Commijttee bill mittee bill
' exemption ‘
Present | mouse bl Present| Howse | |por1o4s
For 1948 and For and

For 1947 | subsequent 1947 subse-

~ years quent

years
Percent | Percent | Percenl | Percent
$500. .. .coeeon-. $500, 00 $5600. 00 $500. 00 $500. b0 | 100.00 § 100.00 | 100.00 | 100.00
$600. ...cccenenn- 581. 00 586, 70 583. 85 586.70 | 96.83 | 97.78 | 97.31 .78
$700. ... 662, 00 643. 40 667.70 643.40 | 94.57 ) 96.20| 95.39 96. 20
$750. .. erceaenn- 702. 50 716.756 709. 63 716,75 | 93.67 | 95,57 | 94.62 98, 57
$800. ..o 743.00 760. 10 751. 58 760.10 | 92.88 | 95.01 | 93.94 95,01
$900_ .. .coeeune.- 824,00 846. 80 835. 40 840.80 | 91.56 | 94.09 ] 9282 94, 09
$1,000......ccne.. 905, 00 933. 50 919. 25 933.50 | 90.50 | 903.35 ] 91.43 93.35
$1,200.......c.... 1, 067.00 1, 106. 90 1,088, 95 1,106.90 | 88.92 | 92.24 | 90.58 92,24
$1,500............ 1,310. 00 1,367. 00 1,338, 50 1,367.00 | 87.33 | 91.13 | 89.23 91.13
$1,800............ 1, 633. 00 1, 607, 00 1,578, 60 1,607.00 | 86.28 | 89,28 | 87.69 89,28
$2,000............ 1,715.00 1,772, 00 1,743. 50 1,772.00 | 85.75| 88.60 | 87.18 88. 60
$2,500............ 2,120.00 2, 196. 00 2,158.00 2,196.00 | 84.80 | 87.84 | 86.32 87.84
$3,000.....ccu..-. _ 2,515.5 2,612, 40 2, 563. 95 2,612.40 | 83.85 | 87.08| 8547 87.08
$4,000............ 3, 308. 50 3,445.20 3,375.85 3,445.20 | 82,66 | 86.13 | 84.40 86.13
$5,000......c.cc... 4,078. 50 4, 262, 80 4,170. 65 4,262.80 | BL.57 )] 8520 | B83.41 85. 26
$6,000.. ... .o.... 4, 831. 50 5, 065, 20 4,048.35 5,005.20 { B80.53 | 84.42| 8247 84, 42
$7,000.....ccnau.. 5, 565. 50 5,862. 40 5, 708. 95 5,852.40 | 79.51 83. 61 81, 56 §3. 61
$8,000.......conu- @, 280, 50 8, 624, 40 6,452. 45 6,624.40 | 78.51 ] 82.81 ] 80.60 82, 81
$9,000.....cccen.. 6, 976. 50 7.381. 20 7,178.85 7,381.20 | 77.52 | 8201 79.77 82,01
$10,000. .......... 7, 653, 50 8,122. 80 7,888. 15 8,122.80 | 76.54 81.23 78.88 81.23
$11,000........... 8,311. 60 8, 849. 20 8, 580. 35 8,849.20 | 7556 | 80.46 | T8.00 80. 45
$12,000........... 8, 950, 50 9, 560. 40 9, 255. 46 9,660.40 | 7450 | 79.67 | 77.13 79. 67
$13,000........... 9, 565. 75 10, 252. 60 9,000, 17 10,252.60 | 73.58 | 78.87 | 76.22 78.87
$14,000. ......... 10, 1567. 25 10,925.80 | 10, 541, 52 10,925.80 | 72.55| 78.04 | 75.30 78.04
$15,000........... 10,729.75 11, 583. 80 11,168.77 11,583.80 | 71.83 | 77.23 | 74.38 77.23
$20,000........... 13,354.76 14,683.80 | 14,019.27 14,683.80 | 66.77 | 73.42| 70.10 73. 42
$25,000.......... .| 15,637.75 17, 610. 20 16, 573. 97 17,510.20 | 62.55 | 70.04 60. 30 70.04
$30,000......ccuu.. 17,735, 50 20,188.40 | 18,9061.95 20,188.40 | 59.12 | 67.29 | 63.21 67.29
$40,000....ccueuo- 21,574.76 25,250.80 | 23,417.27 25,250.80 | 53.94 | 63.16 | B88.64 63.15
$50,000........... 24, 863. 00 29,890.40 | 27,376.70 20,890.40 | 49.73 | 50.78 | 54.75 59.78
$60,000.... ....... 27,752.25 34,201.80 | 30,977.02 34,201.80 | 46.25 | 67.00 | 51.63 57.00
$70,000..........- 30, 356. 50 38,285.20 | 34,320.85 38,285.20 | 43.37 | 54.69 | 49.03 54,69
$80,000........... 32,6765.75 42,140.60 | 37,408,17 42,140.60 | 40.84 ; 52.68 | 46.76 52,68
$00,000........... 34, 710.00 45,768.00 | 40,034.00 45,378.50 | 38.57 | 50.85| 44.48 50. 42
$100,000.......... 36, 450, 28 49,167.40 | 42,301.20 48,305.36 | 36.46 | 40.17 | 42.39 48.37
$150,000.......... 44,193,756 65,355.00 | 53, 240.00 62,430.69 | 20.46 | 43.57 | 35.49 41.63
$200,000.......... 81, 448. 50 81,138.80 | 63,644.40 76,106.22 | 25.72 | 40.58 | 31.82 38.05
$250,000 ......... 58, 228. 25 96, 582.60 | 73, 608.80 89,360.01 | 23.20 | 38.63 | 29.44 35.76
$300,000.......... 65, 003. 25 112,002.60 | 83, 668,80 102,627.76 | 21.67 | 37.33} 27.86 34.21
$400,000.......... 78, 553. 25 134, 889.75 | 101, 721. 50 125,389.75 | 19.64 | 33.72 ] 25.43 31.35
$500,000. ......... 92, 103. 25 157,639.75 | 119,821, 50 148, 039. 75 18,42 | 31.51 23. 96 29,61
$7560,000 ......... 125, 978. 25 214,164, 75 | 165,071, 50 206,664.75 | 16.80 | 28,56 ;. 22.01 27. 86
$1,000,000........ 159, 853. 26 270,789.75 | 210, 321. 50 261, 289. 75 15.99 | 27.08 { 21.03 20,13
$2,000,000........ 295,353. 25 497, 280, 75 | 391, 321, 50 487,789.75 1 14.77 | 24.80 | 19.57 24.39
$5,000,000........ 725,000.00 | 1,176,789.75 | 950,000.00 | 1,175,000.00 | 14.50 | 23.54 | 19.00 2.5

i

Source: Staff of the Joint Committee on Internal Revenuce Taxation
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TasLe XI-B.—Comparison of spendable income under present law, House bill,
and Finance Commiltee bill :

MARRIED PERSON—NO DEPENDENTS
N

8pendable income after tax

Percent of spendable

income

after tax to net income before
personal exemption

Finance Com-

bem !&mal Finance Committee bill mit{ee bill
exemption Present Present| House

law Houso bil For ig4gand [ W | bl | o Fna

For 1847 | subscquent 19‘1’; subse-

yeoars quent

years

Percent | Percent | Percent | Percent

$1,000. .. cueee.. 1, 000. 00 1, 000. 00 1, 000. 00 1,000, 00 | 100,00 | 100.00 | 100.00 | "100.00
$1,200.... 1, 162, 00 1,173. 40 1.167.70 1,173.40 | 96.83| 97.78 | 97.31 97.78
$1,600.... 1, 405, 00 1, 433. 50 1,419, 25 1,433.50 | 93.67 | 95.57 ]| 94.62 95. 87
$1,800.... 1, 648. 00 1, 693, & 1, 670. 80 1,603,60 | 91,560 | 94.08 | 92.82 94,08
- $2,000.... 1, 810. 00 1, 867. 00 1, 838. 50 1,867.007] 90.50 |. 93.35 | 91.93 '83. 35

$2,500.... 2, 215.00 2,272.00 2, 43. 50 2,272.00 ] 88.60) 90.88 ] 89.74 90.88 -

$3,000.....ceann-. 2,620, 00 2, 696, 00 2, 658, 00 2,600.00 | 87.33 | 80.87 | 88.60 89, 87
3, 411.00 3, 528,80 3, 469, 90 3,528.80 | 85.28 | 88.22| 86.75 88, 22

4,202, 00 4,361. 60 4,281,.80 | 4,361,60 | 84.04 | 87.23 1 85.64 87.23

4, 955. 00 5,164, 00 5,059, 50 5164.00 | 82.58 | 86.07 | 84.33 86,07

5, 708. 00 5, 966. 40 5,837. 20 5,960.40 | 81.54 | 85.23 | 83.39 85.23

6, 420. 00 6, 738. 40 8, 680. 70 6,738.40 | 80.20 | 84.23 | 82.26 84.23

7.138.00 7, 510. 40 7,324.20 7,610.40 | 79.31 | 83.45| 81.38 83. 45

7.815. 00 8, 252,00 8. 033, 50 8,252,00 | 78.15| 82.52 | 80.34 82, 52

8, 492, 00 8, 993, 60 8,742. 80 8,993.60 | 77.20 | 81.76 | 70.48 81.76

9, 131. 00 9, 704, 80 9,417.90 9,704.80 | 76.09 | B0.87 | 78.48 80. 87

9, 770. 00 10,416.00 | 10,093.00 10,416.00 | 75.15 | 80.12 ] 77.04 80.12

10. 361. 50 11,089.20 | 10,725.35 11,080.20 | 74.01 79.21 76.61 79.21

10, 953. 00 11,762.40 | 11,357.70 11,762, 40 | 73.02 | 78.42| 75.72 78.42

13, 606. 60 14,885, 20 | 14, 245,85 14,885.20 | 68.03 | 74.43 | 7.3 74.43

15, 918, 00 17,734.00 | 16,826,20 17,734.00 | 63.67 | 70.94 | 67.30 | 70.94

18, 030, 00 20,424.00 | 19,227.00 20,424.00 | 60.10 | 08.08 | 04,09 68, 08

21, 902. 50 25,522,00 | 23,712.25 25,5622.00 | 54.76 | 63.81 59. 28 63.81

25, 205. 00 30,164.00 | 27,684.50 30,164.00 | 50.41 | 60.33 | 5537 60,33

28, 108. 50 34,480.80 | 31,297.65 34,486.80 | 46.85 | 57.48 | 582,16 57. 48

30,727. 00 38,581.60 | 34,654.30 38,581.60 | 43.90 | 55.12 | 40.51 55.12

33, 060. 50 42,448.40 | 37,754.45 42,448,.40 | 41,33, 53.06 | 47 19 53. 06

35, 109. 00 46,087, 20 | 40,403.60 45,717.65 | 39.01 | S.21 44.%9 . 50,80

36, 872, 50 49,498.00 | 42,774.00 48,716.62 | 36.87 | 40.50 | 42.77 48,72

44, 616, 50 65,693.20 | 53,631, 60 62,799.02 | 20.74 | 43.80 | 35.°6 41,87

51, 876. 00 81.600.80 | 64.040.40 76.469.60 | 25,94 | 40.75 | 32,02 38.23

58, 660. 50 96,928.40 | 74,009.20 80,736.42 | 23.46 | 38.77 | 29.60 35. 89

65, 435. 50 112,348, 40 | 83,960.20 102,995.17 | 21.81 | 37.45| 27.99 34.33

78, 985. 50 135, 276. 50 | 102, 131,00 125,776.50 | 19.75 | 33.82; 2583 31.44

92, 535. 50 157, 926. 50 | 120. 231,00 148,426.60 | 18.51 ] 31.59 | 24.05 20.00

126, 410. 50 214, 551, 50 | 165, 481, 00 205,051.50 | 16.85| 28,61 22,06 27.34

160, 285, 50 271,176, 50 | 210, 731. 00 261,676.60 | 16.03 | 27.12 | 21.07 26. 17

295, 785, 50 497, 676, 50 | 391, 731. 00 488,176.50 | 14.79 | 24,88 ) 19.50 .41

725,000.00 | 1,177,176, 50 | 950,000, 00 | 1, 175, 000. 00 14.60 | 23.54 19.00 .08

Bource’ Staf? of the Joint Corumittee on Internal Revenue Taxation.



TaBLE XIIA.—The estimaled individual income-tax liabilily under present law, H. R. 1 as passed by the House, and the Senale Finance
Commiittee bill with the half reduction in tax * (with assumed income payments of $170 billions )

[Money amounts in millions]

Taxable returns Net income Tax liability under %~ Decrease in tax over present Jaw
Present law | H- R 1as passed | Senate Finance | H. R. 1a3 Sensate Finance [ H.R.1ag Senate Finance
by the House | Committee bill | by the House | Committee bill | by the House | Committee bill
Net incoma ercen i i
classes (in Percent Percent Amount P tage distribution
thousands) Number : distri- | Amount | distri-
bution bution \ lziercent A l:’iercent A l;ercent (ium&z- clgt-é&b cl!‘:t.é(l!b C]ml-
Amount { distri- {Amount | distri- |Amount | distri- | o ate: : : L
bution bution bution Simple from Simple from Simple from Simple from
g“&“‘ smallest gﬁﬁﬂx‘] smallest gisttln- smallest S"féd; smallest
ation [income 0D Fincome | PUHOR Fincome 9D | jncome
¢l class class

6,983,303 | 14.07 ! $5417 4.4 £365 2.05 $252 1.84 $303 1.4 $113 $113 $62 $62 279 279 294 294
19,201,704 | 38.66 | 28,731 3.0 2,746 | 15.47 1,889 | 13.78 2,287 14 32 856 969 459 S22 2,17 23.96 | 2.72 24. 66
13,518,423 | 2722, 33,479 27.63 3,368 | 18.97 2,565 | 18.71 2,939 | 1878 8034 1,772 429 950 | 19.86 | 43.82 | 20.29 44.95
-1 6,103,133 | 1229 | 20,843 | 17.20 2,384 13.43 1,867 | 13.GR2 2,080 | 1336 517 | 2,289 | . 205) 1,245 1278 56.60 | 13.95 58. 90

1, 9U8, 500 3.84 8, 440 6.97 1,136 6.40 898 6. 55 1,007 64 238 | 2527 120§ 1,374 580} 6240 6.10 65. 00

Total under 5..147,723,103 | 96.08 ’ 96,900 | 79.98 9,999 ! 506.32 7,472 | 54.50 8,625 | 85.15 | 2,527 |oae-.-. 1,374 62.49 65.00 {—cooaee
$5to810.... 1, 265, §39 2.55 8, 450 688 1,453 8.18 1,151 8.39 1,291 82 302 | 2,829 162 | 1,536 7.47 | 68.96 7.66 72 66
$10 10 $25. 530, 578 1.07 7,80 6. 48 125 | 11.97 1,608 | 12.38 1,807 | 12.19 427 | 3,256 218 { 1,754 | 10.55| 80.51 10.31 82.97
$25 to $50. 103, 950 .21 3, 5%0 2.96 1, 501 8.45 1,205 .79 1, 350 8.63 296 | 3,552 151 1, 905 7.32 | 81.83 7.14 90. 11
$50 to $100... 36, 583 07 2,537 209 1,385 7.80 1,116 8.14 1,272 8.13 269 | 3,821 113 | 2,018 6.65| 94.48 5.35 95. 46
$100 to $300. 8,158 . 1, 260 1.04 857 4.83 695 £.07 787 5.03 162 | 3.983 7 2,088 401 | 98.49 331 98. 77
$300 to $500. - 570 (V] 216 .18 161 .91 133 .97 150 .86 28] 4,011 11 2,099 .69 ] 99.18 .52 99. 29
$500 to $1,000_.__. 200 [Q)] 197 .16 145 .82 126 .92 137 .88 19| 4,030 8 2,107 47 | 99.65 .38 99. 67
$1,000 and over._. 2 O] 163 .13 129 .72 113 .84 122 .78 14| 4,044 71 2114 .35 | 100.00 .33 | 100.00
Total over 5....| 1, 948, 060 3.92 | 24,253} 20.02 7,756 | 43.68 6,239 1 4550 7,016 | 44.85| 1,517 |-..._.. 40 ... 37.51 |oceeea 3500 |ooooooee
Grand total..__[49,. 671,163 | 100.00 | 121,158 | 100.00 | 17,755 | 100.00 | 13,712 | 100.00 | 15,641 | 100.00 | 4,044 | ______. 2,114 100. 00 100.00 j-._... -~

3

! The half reduction in tsx is effective under the Finance Committee bill in the calendar year 1847 only.
2 This and the following table are for comparative purposes presented on the basis of income payments of $170 billion. This does not represent 3 forecast for the calendar year

1947,

3 Normal tax, surtax and alternative tax on capital gains.
¢ Less than 0.01.

. Norz.—Figures do not necessarily add to totals because of rounding.
Bource: Staff of the Joint Committee on Internal Revenue Taxation.
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TasLe XII-B.— The estimaied individual income tox liability under preseni law, H. R. 1 as passed by the House, and the Senate Finance Commattee
bill with the full reduction in tax ! (with assumed income payments of $170 billion ?)

[Money amounts in millions}]

-

Taxable returns Net income Tax liability under 3— Decrease in tax over present law
' Present law H.R.laspassed | Senate Finance ; H. R.1as passed| Senate Finance | H. R. 1 a3 passed| Senate Finance
by the House | Committee bill | by the House | Committee bill | by the Committee bill
m‘ Amount Percentage distribution
thousands) Percent Percent -

Number | distri- {Amount | distri-

bution bution A ¢ l:&rtéent N l‘(’iercent Am Percent (;umg- C;mz:é: ('i‘ugg- C&’é’&"

moun stri- |Amount | distri- ount | distri- | o ate: : at a :
bution bution bution | Simple | oy |Simple) oo |Simple| gy | Simplef o,
gi’;f-“ smallest] 315tH- lsmanest gnstri- smallest d‘s';“' smallest
_ ution [income | PUHOR Fincome | PutOR Fincome | PUHON [income
class class class cl

6, 989, 303 14.07 | $5,417 4. 47 $365 2.0 $252 1.84 $251 1.83 $113 $113 : $114 $114 2.79 2.79 2.8 ¢ 2.84

19,201,704 | 38.66 | 28,731 | 23.71 2,746 | 15.47 1,880 | 13.78 1,877 13.66 856 969 869 983 | 21.17 | 23.96 | 21.62:. 24.46

13,519,423 | 27.22 | 33,479 | 27.63 3,368 | 18.97 2,565 1 18.71 2 552 18. 58 803 | 1,772 816 | 1,799 19.86 | 43.82 | 20.30 4. 76

6,103, 173 1220 | 20,843 | 17.20 2,384 | 13.43 1,867 | 13.62 1,853 | 13.49 517 | 2,289 5311 2,330 12.78 | 56.60 13.21 51.97

, 909, 3.84 8,440 6.97 1, 136 6.40 898 6. 55 894 6.51 28 | 2,527 242 | 2,572 5.89 | 62.49 6.03 64. 00

47,723,103 | 96.08 | 96,900 | 79.98 9,999 | 56.32 7,472 | 54.50 7 5407 2,527 |._...... 2,572 oL 62.49 |_.___.__ 64.00 f____._..

1, 265, 839 2.55 8, 450 6.98 1,453 8. 18 1,151 8.39 1,147 8.35 302 2,825 306 | 2,878 7.47 | 69.96 7.61 71.61

530, 578 1.07 7,850 6.48 2,125 11.97 1,698 12.38 1, 697 12.35 427 | 3.256 428 ' 3,308 10.55 | %0.51 10. 65 82.26

105, 950 .21 3, 580 2. 96 1, 501 8.45 1,205 8.79 1,204 8.77 206 | 3,552 297y 3,603 7.32; 87.83 7.39 89. 65

36, 593 .07 2, 537 2.09 1,385 7. 1,116 8. 14 1, 162 8.46 268 | 3,821 2237 3,82% 6.65| 94.48 5.55 95. 20

8, 158 .02 1, 260 1.04 857 4.83 695 5.07 716 5.21 162 | 3,983 141 3, 967 401 8. 49 3.51 98. 71

57 Q] 216 .18 161 .91 133 .87 138 1.01 28 1 4,011 23, 3.90 .69} 09.18 .87 99. 28

$500 to $1,000. . 200 4) 197 .16 145 .82 126 .92 129 .94 19 ] 4,030 16 | 4,006 .47 | 99.65 .40 99. 68

$1,000 a.n(i over... 82 (0] 163 .13 129 .72 115 .84 116 .84 141 4044 13 4,019 .35 100& .32 100. 00

Total aver 5..__| 1,948,060 3.92( 24,253 20.02 7.756 | 43.68 6,239 | 45.50 6,309 | 4593 1,517 {_.____.. 1, 47 3751 feeceee.. 36.00 j._......

Grand total ... _[49,671,163 | 100.00 | 121,153 | 100.00 17,755 | 100.00 13,711 | 100.00 13,736 | 100.00 | 4,044 j______._ £.019 100.00 {..._.._. | 100.00 |___.___.

1 The full reduction in tax is eflective under the Finance Committee bill in 1948 and subsequent calendar y

3This and the prior table are for comparative purposes presented on the basis of income payments of $170 bnlion.

3 Normal tax, surtax. and aiternative tax on capital gains.
+Less than 0.01.

Norr.—Figures do not necessarily add to totals because of rounding.
Source: Stafl of the Joint Committee on Interna! Revenue Taxation.

‘This does not represent a forecast for the calendar year 1945,
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DeTa1LED DiscussioN oF THE TEcHNICAL PRrovisioNs OF THE- BiLL

BECTION I. SHORT TITLE

Section 1 provides that the Act may be cited as the “Individual
Income Tax Reduction Act of 1947, '

BECTION 2, REDUCTION OF NORMAL TAX AND SURTAX ON INDIVIDUALS

Under existing law the income tax on individuals is determined by
first computing tentative taxes at the rates specified in sections
11 and 12 of the code and then reducing the tentative taxes by 5
percent thereof. Section 2 of the House bill provided reductions in
the normal tax and surtax on individuals by substituting a larger
percentage reduction than 5 percent of the tentative taxes.

With respect to tazable years beginning after December 31, 1946, the
House bill reduced the aggregate of the tentative normal tax and the
tentative surtax, as follows:

1. If the aggregate of the tentative taxes is $200 or less, such
aggregate is reduced by 33% percent thereof, a reduction of 30
percent of the tax under existing law;

2. If the aggregate of the tentative taxes is over $200 but not
over $279.17, such aggregate is reduced by $67, a reduction vary-
ing from 30 percent to 20 percent of the tax under existing .aw;

3. If the aggregate of the tentative taxes is over $279.17 but
not over $250,000, such aggregate is reduced by 24 percent
thereof, a reduction of 20 percent of the tax under existing law;

4. If the aggregate of the tentative -taxes is in excess of
$250,000, the first $250,000 thereof is reduced by 24 percent (a 20
percent reduction of such portion of the aggregate of tentative
taxes after its 5 percent reduction under existing law), and the
amount of such aggregate in excess of $250,000 is reduced by 15
percent, a reduction of approximately 10.5 percent of such por-
tion after its 5 percent redu-tion under existing law.

Your committee recommends the adoption of the reductions of the
House bill for taxable years beginning after December 31, 1947 (with
the exception of the introduction of a new bracket covering the aggre-
gate of tentative normal tax and tentative surtax over $50,000 and
not over $250,000), but recommends that for taxable years beginning
in 1947 the reduction should be approximately one-half the reductions
recommended for future taxable years, ’

With respect to taxable years beginning after December 31, 1947, the
committee amendment— '

(a) retains the reductions provided in the House bill stated
in paragraphs 1 and 2 above;

(b) in cases where the aggregate of tentative taxes is over
$i2)79.17 but not over $50,000 retains the rule of paragraph 3
above;

(c¢) in cases where the aggregate of tentative taxes is in
excess of $50,000 but not in excess of $250,000, retains the rule
of paragraph 3 above as to the first $50,000, but provides a
reduction with respect to such excess over $50,000 of 19% percent
(instead of 24 percent as provided in the House bill), equivalent
to a reduction of 15 percent of such portion of the aggregate of
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tentative taxes after its 5 E)ercent reduction under existing law,
as opposed to a comparable reduction of 20 percent under the
House bill: o

(d) in cases where the aggregate of tentative taxes is in
excess of $250,000, while still retaining the rule'of paragraph 3
above as to the first $50,000—

(1) provides, with respect to the portion in excess of
$50,000 and not in excess of $250,000, the rule stated in
paragraph (c¢), and

(2) adopts as to the portion of such aggregate of tenta-
tive taxes over $250,000 the same rule as under the House
bill (stated in paragraph 4 above) namely: a reduction of
15 percent, equivalent to a reduction of ap?roximately 10.5
percent of such portion of the aggregate of tentative taxes
after its 5 percent reduction under existing law.

With respect to taxable years beginning in 1947, your committee
amendment provides a reduction in tax equivalent to approximately
half the reduction which your committee would provide in the case
of taxable years beginning after 1947. Under the committee atnend-
ment— .

(a) if the aggregate of the tentative normal tax and tentative
surtax is $200 or less, such aggregate is reduced by 19% percent
thereof, a reduction of 15 percent of the tax under existing law;

(b) if the aggregate of the tentative taxes is over $200 but
not over $265.52, such aggregate is reduced by $38.50, a reduction
lvarying from 15 percent to 10 percent of the tax under existing
aw;

(c) if the aggregate of the tentative taxes is over $265.562 but
not over $50,000, such aggregate is reduced by 14.5 percent
thereof, a reduction of 10 percent of the tax under cxisting law;

(d) if the aggregate of the tentative taxes exceeds $50,000 but
docs not exceed $250,000, the aggregate is reduced by $7,250 plus
12 percent of the excess of such aggregate over $50,000. ’ghis
reduction, with respect to the portion of the aggregate of tentative
taxes not over $50,000, is equivalent to a reduction of 10 percent
of such portion after its 5 percent reduction under existing law,
With respect to the portion of such aggregate in excess of $50,000,
this reduction is equivalent to a reduction of approximately 7.5
percent of such portion after its 5 percent reduction under
existing law; -

(e) if the aggregate of such tentative taxes exceeds $250,000,
the aggregate is reduced by $31,250 plus 10 percent of the excess
of such aggregate over $250,000. This reduction, with respect
to the portion of such aggregate of tentative taxes not in excess -
of $50,000, is a reduction of 10 percent of such portion after its
5 percent reduction under existing law, With respect to the
portion of such aggregate of tentative taxes in excess of $50,000
but not in excess of $250,000, the reduction is equivalent to a
reduction of approximately 7.5 percent of such portion after its
5 percent reduction under existing law. With respect to the
portion of such aggregate of tentative taxes in excess of $250,000,
the reduction is equivalent to a reduction of approximately
5.3 percent of such portion after its 5 percent reduction under
existing law. ’



40 INDIVIDUAL INCOME TAX REDUCTION ACT OF 1947

Section 12 (g) of the code provides, as an overall limitation upon
the combined normal tax and surtax in the case of individuals, that
such combined tax shall not exceed 85% percent of the net income of
the taxpayer. The House bill substituted for this percentage figure
76)% percent to be applicable with respect to taxable years beginning
after December 31, 1946. The committee amendment retains the
House figure, but limits its application to taxable years beginning
after 1947. With respect to taxable years beginning in 1947, your
committee, in order to conform with the revised reductions for 1947,
provides that the over-all limitation shall be 81 percent.

For purposes of clarity your committee has combined the various
percentage reductions in the tentative taxes into two tables, one
applicable for taxable years beginning in 1947 and the other applicable
for taxable years beginning after 1947. Section 2 (c) of your com-
mittee bill incorporates these tables in section 12 (g) of the code,
Sections 11 and 12 of the code are amended by sections 2 (a) and
2 (b), respectively, of your committee bill to provide that the tentative
normal tax and tentative surtax computed under such sections shall be
reduced as provided in the tables under section 12 (g) of the code as
amended by your committee.

The tabf:as provided under the committee amendment to section
12 (g) of the code are designed to apply to the aggregate of the tentative
normal tax and tentative surtax, and to provide for a reduction in the
combined normal tax and surtax. In view of the fact that there are
certain provisions of the code, such as sections 105 and 106, which make
it necessary to determine the surtax separately from the normal tax,
your committee has provided in section 12 (g) a special rule for making
such computations. Under this rule the surtax shall be an amount
which is the same proportion of the combined normal tax and surtax
as the tentative surtax is of the aggregate of the tentative normal tax
and tentative surtax.

Special provision is made in section 6 of the bill for taxable ycars
beginning in 1946 and ending in 1947, or beginning in 1947 and ending
in 1948,

BECTION 8. INDIVIDUALS WITH ADJUSTED GROSS INCOME OF LESS THAN
$5,000

Section 3 of the House bill amended the tax table contained in
section 400 of the code, relating to the optional tax on individuals with
adjusted gross incomes of less than $5,000. The bill as reported by

our committee limits the application of the tax table in the House

ill to taxable years beginning after 1947, and provides an additional
tax table to be applicable to taxable years beginning in 1947 to
reflect the reductions provided by your committee in section 2 of the
bill with respect to taxahle years beginning in 1947. Special provision
is made in section 6 of the bill for taxable years beginning in 1946
and ending in 1947, or beginning in 1947 and ending in 1948.

SBECTION 4. ADDITIONAL CREDIT AGAINST NET INCOME FOR NORMAL TAX
AND SURTAX

Section 25 (b) (1) of the code now provides certain exemptions
which are allowable as credits against net income in computing the
normal tax and surtax. Section 4 of the House bill amended section
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25 (b) (1) of the code by introducing an additional exemption of $500
for a taxpayer who attains the age of 65 before the end of the taxable
year, The House bill provided that in the case of a joint return the
additional exemption of $500 is allowed each spouse who has attained
the age of 65 and whose gross income for the taxable year is $500 or
more. The bill as reported by your committee retains the provision
of the House bill respecting the additional exempticn of $500 for a
taxpayer who has attained the age of 65 and the additional exemption
of $500 for the taxpayer's spouse who has attained the age of 65,
but removes the requirement that the spouse must have gross income
for the taxable year of $500 or more. Where a joint return is filed
and both the husband and wife have attained the age of 65, the
additional exemption for 6ld age will be $500 for cach such taxpayer.

The additional exemptions provided by section 4 of your committee
bill, as in the corresponding provision of the House bill, do not apply
to a nonresident alien who is not a resident of a contiguous country,
to a citizen of the United States who is entitled to the benefits of sec-
tion 251 of the code, relating to income from sources within posses-
sions of the United States, or to a-citizen of a possession of the United
States (other than the Virgin Islands) not otherwise a citizen of the
United States and not a resident of the United States.

Subsection (b) of section 4 of the House bill amended section 25
(b) (2) of the code to provide that for the purposes of the additional
exemption for old age, the determination of whether or not an indi-
vidual has attained the age of 65 shall be made as of the last day of
the taxable year. Your committee bill amends section 25 (b) (1), of
the code to incorporate this provision, and subsection (b) of section
4 of the House bill has, therefore, been climinated. In determining
the age of an individual for the purposes of the exemption for old age
the last day of the taxable year of the taxpayer is the controlling date.
Thus, in the event of a separate return & husband no additional
exemption for old age may be claimed fs:)r his spouse unless such
spouse has attained the age of 65 on or before the last day of the
taxable year of the husband. Nor will the husband filing a separate
return be entitled to such exemption for said spouse if during the
calendar year in which his taxable year begins, she received over half
of her support from another taxpayer. In no event shall the addi-
tional exemption for old age be allowed with respect to a spouse who
dies before attaining the age of 65, even though such spouse would
have attained the age of 65 before the close of the taxpayer’s taxable
year. For the purposes of the old-age exemption, an individual at-
tains the age of 65 on the first moment of the day preceding his sixty-
fifth birthday. Accordingly, an individual whose sixty-fifth birthday
falls on January 1 in a given year attains the age of 65 on the last day
of the calendar year immediately- preceding.

Your committee has eliminated subsection (c) of section 4 of the
House bill. This subscction amended section 22 of the code (relating
to gross income) by adding a new subsection (0) to require an indi-
vidual entitled to the old age exemption to include in gross income for
the taxable year the first $500 of certain tax-exempt pensions, annui-
ties, etc. Subsection (d) of section 4 of the House bill which made a
technical amendment to section 22 (b) (5) of the code has likewise
been eliminated .in view of the removal of the provision which origi-
nally necessitated its inclusion.
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Subsection (b) of section 4 of the bill as reéported by your com-
mittee contains four technical amendments, not found in the House
bill, necessitated by the insertion in the code of the old age exemption.

Paragraph (1) of section 4 (b) amends section 58 (a) (1) of the code.
Existing law requires a declaration of estimated tax if the taxpayer’s
gross income from wages subject to withholding may be expected to
exceed $5,000 plus 8500 for each exemption to which he is entitled
except his own exemption. Your committee amends section 58
(a) (1) to give effect to the old age exemption provided in the bill,
Under the amendment a declaration will be required if the anticipated
wage exceeds $4,500 plus $500 for each exemption to which the
taxpayer is entitled, including his own exemption. Under existing
law a single person who has no dependents and is under 65 years of
age and who derives his income solely from wages subject to with-
holding is required to file a declaration if his anticipated wages for
the calendar year exceed $5,000. Under the committee amendment
the same result will follow ($4,500 plus $500 for his own exemption).
Under the committee amendment if the same individual is over the
age of 65 the declaration would not be required unless his anticipated
wages for the calendar year exceeded $5,500 ($4,500 plus $500 for his
own exemption plus $500 for his old age exemption). Similarly
under existing law, a single person under the age of 65 who has one
dependent is not required to file a declaration unless his anticipated
wages exceed $5,500 ($5,000 plus $500 for the dependent). The same
result would follow under the committee amendment ($4,500 plus
$500 for his own exemption plus $500 for his dependent).

The House bill does not make available for withholding purposes
the additional exemption allowed to individuals who have attained
the age of 65. Paragraph (2) of section 4 (b) would amend section
1622 (h) (1) of the code to authorize the allowance of the old-age
exemption for withholding purposes. Paragraph (3) would require
employers -to give effect to the additional exemption with respect to
the first payment of wages made on or after the ninetieth day after the
date of the enactment of the bill, if a withholding exemption certificate
is filed at least 30 days before such nineticth day. This will allow
employces approximately 60 days from the date of enactment within
which to furnish new exemption certificates and will allow employers
a minimum of 30 days to give effect to such certificates.

Paragraph (4) of section 4 (b) amends section 23 (x) of the code
relating to deduction of medical, ete., expenses. Under the House bill
the amendment providing for the additional exemption for old age had
the effect of increasing from $1,250 to $2,500 the maximum deduction
provided for medical expenses by section 23 (x) of the code in the
case of & single individual over 65 ycars of age having no dependents.
Under the committee amendment the maximum deduction provided
for medical expenses by section 23 (x) of the code will not be increased
by the additional exemption provided for old age.

Subsection (c¢) of this section of your committee bill is identical with
subsection (e) of section 4 as passed by the House, and provides that
the amendments made by this section shall be applicable with respect
to taxable years beginning after December 31, 1946. Special provi-
sion is made in section 6 of the bill for taxable years beginning in 1946
and ending in 1947, |
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BECTION 5. REDUCTION IN WITHHOLDING OF TAX AT SOURCE ON WAGES

Section 5 (a) of the House bill amended section 1622 (a) of the
code, relating to the percentage method of withholding, to reflect the
reductions in tax provided in section 2 of that bill. The House bill
required the application of four rates in computing the amount to be
withheld under the percentage method instead of the two rates pro-
vided in existing law. Your committee amendment simplifies the
computation under the percentage method of withholding by sub-
stituting three rates for the four provided in the House bill, The
wage bracket withholding tables contained in section 5 (b) of the
House bill are also adjusted to conform to the above change.

Under your committee amendment section 5 of the bill is made
applicable with respect to wages paid on or after July 1, 1947, instead
of June 1, 1947, as provided in the House bill,

SECTION 6. FISCAL YEAR TAXPAYERS

The bill as reported by your committee retains the provision of the
House bill respecting the computation of the tax for fiscal years be-
ginning in 1946 and ending in 1947, and adds a new subsection to
section 108 to provide for the computation of the tax imposed by
sections 11, 12, and 400 for taxable years beginning in 1947 and ending
in 1948. This new subsection is necessitated by your committee
amendments providing tax reductions for 1947 different from those
provided for subsequent years.

O



